FOREWORD 


The end of 2014 has brought new and other challenges to retailers and marketers worldwide, The end 
ofthe year have seen the dolar regain some of is lost ground against other currencies and inthe case 
ofthe South Aftican Rand the dollar has increased its strong run withthe rand at a record low of RIL 

36 to the Dollar by beginning December. African economies in general are not doing well and the 
sharp drop in the ol price towards the end ofthe year has led to some relieve to importers and serious 





shortcomings to exporters of oi 


In general terms there scem to be som optimism that an upturn ison its way and thatthe hardships of 
the past few years are lessening. The rt sales inthe coming Christmas period 





however serve as 
an indication if this optimism is justified or not, Retail and marketing experts are not all optimistic 
‘with some expecting more bankruptcies and hardships before and upturn can be expected while some 
are expecting a steady retum to better days- although sil a long way off. Major retailers in South 
‘Africa are in agreement tha ther is stil along road to recovery and that we can expect a majo shake 
fut inthe near future. Recently a major retail group has folded with over 200 stores being upl for 
tabs by other eetailers wanting to expand or capitalise on the locations. 


Some retailers are sil following aggressive expansion plans in South Arica, Southern Alica and 


Africa as they see major opportunities emerging in the etl sector andthe insatiailty of the market 
for FMCG, 


Ie is up to the retailers, marketers, academics and other scholars to keep a watch on the trends 
‘emerging in the market and to adapt the way we view things, interpret them, evaluate them and react 
to them — and to give guidance and direction tothe many who are unsure what todo, Its not always 
‘an easy task but there are clear signs that things are changing and that better times ae Iying hea. 
‘Academics need to factor these events, changes, and happenings into thei teachings in onder to 
broaden and enhance the level of actuality teaching required in today's day and age. There is a 
renewed cal forthe integration of theory and practice, or work integrated learning. in order to prepare 





students for the real world after study. The lessons learned every day in business must in some way be 
integrated with classroom teaching 


Enjoy the festive season and we look forward to a great Retail and Marketing 2 
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Centre for Business Management, to train their employees and develop their own in-house 
programmes. 
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ABSTRACT 








Within the legal framework of the criminal justice system and the various taxation laws 
land regulations in South Africa, there are always opportunities for people to come into 
Confict with the law. This study was undertaken to investigate an economic crime 
offender's perceptions of fraud, corruption and tax-related offences. In total 82 economic 
‘rime offenders, serving a prison term for their offences, completed a questionnaire 
‘comprising 38 questions and were personally interviewed in a semi-structured interview 
‘comprising 17 pre-set questions. The study demonstrated that differences exist between 
‘an economic crime offender's level of education and the monetary extent of the 
perpetrated offence. In perpetrating an economic crime, the offender is only concerned 
‘about the immediate financial reward, disregarding any possible consequences such as 
taxation or prosecution. To prevent fraud, corruption and taxrelated offences, the 
motivation to commit such ‘crimes should be eliminated or reduced. Fraudsters 
‘consciously or subconsciously weigh up the individual risks and rewards of their criminal 
‘behaviour, and for that reason, their conduct may be relatively easily modified. 
‘Consequently, this study has vital implications for reformulating appropriate rehabilitaion 
‘programmes for economic crime offenders. 


Keywords: corruption, fraud, tax avoidance, tax evasion, tax fraud 





Economic crime has managed to infiltrate *Henders may look for opportunities, tke 


virally all spheres of life. The public and 
Private sectors cannot only testify. 10 the 


advantage of perceived shortcomi 





‘contol environments, and exploit the situation 


existence of this Hydra but also bear the scars (Do's: 2006:228), 

‘of the impact of economic crime in general, Economie crime seems to have been around 
Economic crimes such fraud, comuption and since time immemorial. Bishop and Hydoski 
tax evasion are on the increase. Pedneault _(2000:3) contend that fraud may have existed 
(2009-1) states that, according to the in various forms since the formation of early 
Association of Certified Fraud. Examiners societies. Growing attention is paid to shadow 
2008 Report to the Nation om Occupational economies and related issues such as tax 
Fraud and Abuse, “approximately 7% of an evasion and corruption by governments 
centty’s gross revenue is lost to fraud”. This is (Pickhardt & Shinnick 2008:3). It has been 
applicable internationally and may also apply observed that fraud is not limited to large 





to South African entities, Economic crime international corporations but may also occur 
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in any size of entity regardless of its profit 
status or the industry of which it forms part 
(Pedneault, 2009), 


Economic crimes may take on various forms 
stich as fraud, corruption or tax evasion which 
impoverishes the victim and entiches the 
perpetrator. According to Turner (20087), 
fraud may include various forms of deception, 
carried out by an economic crime offender for 
personal financial gain and at the expense of 
the victim. The main purpose of perpetrating 
aan economic crime is usually to obtain some 
kind of guin or benefit. — When fraud or 
ccomuption is commited, taxation may come 
into play. Depending on the nature and extent 
fof the fraud or corruption perpetrated, the 
South African Revenue Service (SARS) might 
be deprived of tax revenue of one oF more of 
the taxes administered and collected by them, 
for example income tx, value-added tax, 
‘employees’ tax and customs and excise duty 

Geis (2007:104) observes, “the decline in 
taxes paid by corporations is in some 
considerable measure the result of fraud that 
‘goes undetected”. Beesley in Péter (2008:116) 
contends that the elimination of, or even a 
reduction in, economic crimes, will assist a tax 





administration in is efforts to increase the tax 
base and ensure that all taxes are paid 
Economic crimes may never be liminated 
Tnecause such crime offenders have no regard 
for their victims and only focus on the 
Financ 

However, & pro-active risk management plan 
in the form of preventative measures and 
corporate ethics could act as an effective 
countermeasure to manage the levels of 
‘conomie erimesin general 


rewards of their economic crimes 





Economic crimes scem to have become part of 
the duily lives of people in the public and 
Private sectors, Numerous media reports in 
various South Affican newspapers and 
Financial magazines and television coverage 
confirm the existence of economic crimes, Its 
important to determine why 
‘conomie crime offenders commit stich crimes 





therefore 


and whether they are at all aware of the 
possible taxation consequences that may result 
from their criminal actions. In the absence of 
any research literature on this subject, the 
‘objective of the study on which this article is 
based was to determine an economic crime 
‘offender's perceptions of fraud, coruption and 
taxcelated offences. Do fraudsters perpetrate 
fraud of corruption to conceal taxation 
‘consequences, of do the taxation consequences 
merely result from the perpetration of fraud of 
‘corruption? For the purposes of this researc, 
‘only financially related economic crimes that 
may have a direct or indirect taxation 
‘consequence were investigated. This article 
may therefore provide some insight into an 
‘economic crime offender's perception of 
fraud, comuption and tx-related offences. 
Economic crime offenders serving a prison 
term for their sentenced offences were 
personally interviewed, and they also manually 
‘completed @ questionnaire comprising 38 
‘questions in a statement format in order ‘0 
Provide the data on which this article is base. 








LITERATURE REVIEW 
Economic crime is not confined to. modern 
society but has occurred since the dawn of 
creation. The prevalence of these crimes is 
‘only mutched by the many potential reasons 
for commiting them, The economic crimes to 
he examined include fraud, corruption, and 
taxtelated offences such as tax evasion and 
tax fraud. Rezace and Riley (2010:25) contend, 
that, in general, “white-collar criminals are 
intelligent, determined, commited to succes, 
highly energetic, creative, good problem 
solvers, and aggressive". ‘These characteristics 
sre similar to those that are generally 
associated with successful entrepreneurs and 
leaders in business 








“The various types of economic crimes and the 
various methods employed by the perpetrators 
‘of suc crimes underline the importance ofthis 
study. Bishop and Hydoski (2009:5) contend 
that there are “accelerating factors involved in 


the prevalence of fraud! and corruption in the 

sntemporary world” and these factors include 
hanging social norms, the democratisation of 
Finance, and the unintended consequences of 
to decades’ worth of market deregulation’ 








Since this article reports om research that was 
conducted 10 investigate the perceptions of 
persons convicted of economic crimes, it is 
important to define the crimes associated with 
the economic crime offenders who were the 
subject inthis study. ‘The economic erime to 
bbe defined first stax evasion. 


Stighigh, Koekemoer, Van _ Schalkwy 
Wileocks and De Swart (2013-773) describe 
tax evasion asthe “illegal activites 
deliberately undertaken by a taxpayer to free 
himself from a tax burden”, One example of 
simple tax evasion would be where a taxpayer 
‘omitted income from his or her annual tax 
retur, Tax evasion isthe use of ilegal means 
to reduce © tax liability, for example by 
falsifying books, suppressing income, or 
fraudulently not disclosing income. The 
Collins English Dictionary & Thesaurus 
(2006:1240) explains tax evasion asthe 
reduction oF minimisation of a tax Hability by 
illegal methods, 


The second term to be defined is “tax fraud” 
Baker (2004-6) states that tax fraud, as a 
criminal matter, must involve intentional 
Fbchaviour or actual knowledge of the 
‘wrongdoing. Suppose a taxpayer transfers 
assets toa foreign trust knowing full well that 
if he is liable for taxation, he will be able to 
show that he cannot pay the tax because the 
assets are in tus, The taxpayer knows, 
therefore, that he/she may be able to negotiate 
44 deal with SARS to settle the matter. The 
(question is whether or not such an action 
‘would be seen as tax fraud; that is aiming ata 
“good” settlement by paying less tax than one 
might otherwise have paid. If this act would 
hhave been fraudulent when committed with 
regard to a non-governmental victim, then it 
should have been equally fraudulent and 
criminal when applied in regard to any 
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government. Orta and D’Meza (2008540) 
describe tax fraud as acts carried out by 
taxpayers that only appear to adhere to the 
law. Praud presumes manipulation of the facts 
and is usually undertaken atthe same time the 
taxable event takes pace 


‘The thitd kind of economic crime to be 
defined is fraud, The Collins English 
Dictionary & Thesaurus (2006:474) describes 
fraud as “deliberate deception, wickery. oF 
‘cheating intended to gain an advantage”. The 
International Standard on Auditing 240 
(USA}2010: paragraph 11) proposes that the 
term “fraud” should refer to an intentional act, 
by one or more individuals in. management, 
those charged with governance, employees, of 
third parties, involving the use of deception to 
‘obtain an unjust or illegal advantage 


Vora (2008:45) defines fraud very 
‘comprehensively as follows 


‘Acts committed on the organization or 
by the organization or for she 
organization. The aets are committed 
by an internal or external source and 
are intentional and concealed. The acts 
are typically illegal or denote 
wrongdoing, such as in the cases of 
Financial misstatement, poliey violation, 
ethical lapse, or a perception issue. The 
acts cause a loss of company funds, 
company value, or company reputation, 
(or any unauthorized benefit whether 
received personally or by others. 


Revace and Riley (201027), Wells (2008:8) 
and Coenen (2008:7) argue that fraud occurs 
‘when all of the following elements exis 


1 An individual or an organisation 
intentionally makes a false representation 
about an important fact or event of a 
material nature 

I The false or reckless representation is 
believed by the vieim (the person oF 
‘organisation to whom the representation 
has been made disregards the tat): 


4 _Aneconomic crime offender's perception of fraud, corruption and tax-related offences 


1 The victim relies upon and acts upon the 
false representation 

1 The victim suffers loss of money andor 
Property as a result of relying upon and 
acting upon the false epresentation: and 

1 The false representation was intentional 


The last form of an economic crime to be 
defined is. “corruption”. Jobnston (2005:12) 
defines coruption as “the abuse of public roles 
‘or resources for private benefit but emphasises 
that “abuse”, “public”, “private” and even 
benefit” are matters of contention in. many 
societies and of varying degrees of ambiguity 
in most”. Johnston (2005:17) also states that 
~eomuption has come to be seen as both cause 
and effect of uneven oF incomplete economic 
liberalisation, and of an intrusive, ineffective 
state", Van Vuuren (200411) deseribes 
‘corruption as the “abuse of entrusted power for 
Private benefit". The perpetrator of corruption 
tues his postion of trust by exercising the 
powers vested in him to commit a corrupt act 
for a personal gun, 








From the literature review conducted, it was 
ished that economic crime is generally 
perpetrated internally (defrauding an entity) or 
externally (detrauding third parties or clients 
for example), by management, employees or 
‘other third panies Bishop & Hydoski, 20094 
Wells, 2002:3; and Robertson, 2002-73 & 
105). Vietims of economic crimes may 
include company managers, 
employees (all being. internal victims) and 
investors, creditors, suppliers and customers 
(all being extemal victims) (Robertson, 
2002:105) 





Aircctos, 


Robertson (2002:39) contends that there are 
two types of fraudsters (economic crime 
offenders), namely amateurs (the decision 10 
perpetrate fraud is largely driven by an 
opportunity) and professionals (making the 
bulk of their income through law violations), 
Wells (2008:6-7) contends that fraudsters may 
‘work alone or conspire with someone outside 
the company, such as “crooked customers or 


suppliers”, The literature review indicated that 
the position a person holds within an entity 
and the financial contol exercised in cach 
position contributes towards the ultimate 
fraud/comuption loss the entity. may 
‘experience (Henderson. 2001:17). The 
financial impact of fraud/coruption 
perpetrated by an employee will be sight 
‘compared with the fraudicomuption being 
perpetrated by management (Henderson, 
2001:17), 





‘The literature reviewed defined the concepts of 
fraud and corruption in various ways. Most of 
these literature sources reviewed indicated that 
fraud is an intentional or deliberate act by a 
fraudster (the perpetrator) to deprive someone 
(the victim) of property or money by deception 
for any other unfair means to obtain an 
unlawful gain (Robertson, 2002:5; Simon, 

2008:108: and Coenen, 2008:7). Corruption 
‘onthe other hand is explained in the literature 
as the abuse of entrusted power (someone 
acting in his capacity asa fiduciary) to obtain 
1 private gain (Van Vuuren, 200411: Simon, 

2008:200; and Coenen, 2008:84). ‘The real 
issue here is the ilegal gain obtained by the 
‘economic crime offender by perpetrating an 
‘economic crime offence. For the purposes of 
this study, this illegal gain was deemed to be 
financially related. As such, the illegal gain 
‘obiained by the economic crime offender may 
also have a certain taxation consequence. 


A taxpayer has a right to plan his tax affuirs 
Within the ambit of the applicable taxation 
laws to pay the least possible tax. Visser, 
Melntosh and Middleton (2006-75) state that 
“driven by profit logic, and by a legal 
Principle, suggests that taxpayers may organise 
their tax affirs in such a way as to pay the 
least tax possible under the law”. The leading 
‘ease to establish the distinction between tax 
avoidance and tax evasion is IRC ¥. Duke of 
Westminster (1936) 19 TC 490 (1936] AC 1 
(Raabe & Parker 1985:114). If permissible ax 
planning cannot yield the roquired result for a 
taxpayer, would he be prepared to employ tax 


avoidance (perfectly legal, tx evasion 
egal) or worse, tax fraud (criminal), to 
address his adverse tax position? (Please note 
that the use of the pronominal "he" and its 
variants isnot intended to express any gender 
bias and includes both sexes.) 


MOTIVATION FOR THE STUDY 
Regardless of the many regulatory, legal and 
‘ther measures in place to address economic 
crimes in general in South Africa and globally, 
they sill occur with devastating. financial 
cffects in some cases. Fleming and 
‘Zyglidepoutos (2009:2) argue, “some people 
fare corrupt by nature and if given half the 
‘opportunity and/or a conducive environment, 
they will break the rules”. Eicher (20091) 
ccnclides, “people everywhere are more 
ccancerned than they ever have been about 
ccomuption and business ethics”. Bracking 
(20073) remarks, “people have been urged 10 
“fight” corruption, to “combat 

cffects, to wage a “war” against the 
degradation of the social fabric, and to rally 
around a moral standard of ‘integrity and 
Principle”, Pickhard and Shinnick (200881) 
stale, “independent journalists have a strong. 
incentive to investigate and uncover stories of 
"wrongdoing". Mbaku (2007:146) suggests that 
“press accounts of corruption have educated 
civil society and encouraged the later to seek 
ways to demand more transparency and 
accountability in the public sector". Burke 
(2009:33) states that “greed underlies all acts 
‘of crime and corruption in organizations” 
Burke (2009:56) also observes that the “costs 
fof crime and corruption are high, in both 
Financial and physical terms. Zack (2009:3) 
states that “fraudulent financial reporting by 
big businesses as reached alarming levels 


ts causes and 











‘A country’s tax system is a natural source of 
intelligence on corruption and money 
laundering because it “depends on the 
‘generation and analysis of vast amounts of 
Financial data” (Chaikin & Sharman, 2009:38), 
In most countries tax authorities have strong 
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investigative powers to combat tax evasion 
and these powers “can be useful in pursuing 
‘other types of financial exime” (Chaikin & 
Sharman, 2009:38). One approach to address 
‘economic crime, according to Winter 
(2008:108), is 19 devote resources 10 social 
programs, “especially aimed at the young. t0 
discourage future criminal behavior”. Winter 
(2008:109) also observes that “increased 
incarceration tends to have benefits that are 
seen fairly quickly” but that improved social 
Programs “tend to have current cost but 
benefits chat accrue far in the future”, Winter 
(2008:114) is also the opinion that “criminals 
are more responsive to changes in the certainty 
‘of punishment (especially rough the 
Probability of apprehension) than tthe 
changes inthe severity of punishment” 
Eicher (20095147) observes that 2 rational 
person “acts on the basis of costs and benefits, 
meaning that a person will pursue a goal when 
its expected encfits exceed its expected 





‘The commission of an economic crime may 
‘cause a financial or other los to a victim and 
yield a financial or other gain for the 
Perpetrator. For the purposes of this study 
attention was only focused on scenarios where 
ly elated. Thus, when a 
financially related economic crime is 
perpetrated by an economic crime offender, 
‘certain taxation consequences may result from 
such criminal behaviour. The perpetrator of 
fraud of corruption may only be concerned 
with the possible direct oF indirect financial 
gain he may derive from his fraudulent action. 
Any possible taxation consequences that may 
result from perpetrating fraud or corruption 
may be disregarded by the fraudster. This 
disregard may be intentional or unintentional 
If an economic crime offender perpetrates 
fraud or corruption. does he consider any 
possible taxation consequences that may result 
from such criminal behaviour? Or is the 
possible taxation consequence regarded as a 
merely coincidental consequence by the 
fraudster? 


crimes are fnanci 
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RESEARCH QUESTION 
The purpose of this study was to investigate an 
cconomie crime offender's perception of 
fraud, comuption and taxtelated offences from 
«South African perspective, The first research 
{question to be answered is whether economic 
crime offenders perpetrate fraud or corruption 
to conceal any possible taxation consequences 
‘or do the taxation consequences merely result 
from the perpetration of fraud or corruption, 
The second research question is whether the 
perpetration of fraud or corruption has a dict 
‘or inditect impact on taxation in general ifthe 
fraud or corruption perpetrated is financially 
related 


RESEARCH OBJECTIVE 


Modern society, with its complex financial 
systems and variety of legislative and 
regulatory bodies, does not seem to be able to 
stop economic crime offenders from 
continuing with their fraudulent activities, 
Bishop and Hydoski (20095) contend that itis 
“unlikely that we will ever be able to eliminate 
fraud and corruption completly’ 


The following broad dimensions (objectives) 
were investigated in establishing the 
perceptions of the economic crime offenders 
regarding fraud, corruption and tax-related 
offences 


Adequacy of law enforcement 
Prevention or management of crime 
Reasons for perpetrating economic crime 
Adequacy of current laws and regulations 
Possible taxation consequences ignored 
Awareness of any possible taxation 
‘consequences 

G. Impact on taxation in South Africa 

HL Function of opportunities available 
L 

1 


mROnEP 


Morality and sound principles 
Cost of complying with tax 
sdnministration requirements 

K. Concern by an offender forthe 
perpetration of fraudulent action 


RESEARCH METHOD 
In this section, the research method followed 
to investigate an economic crime offender's 
perceptions of fraud, comuption and tax 
related offences willbe discussed 


Research design 


‘This research had its roots in the numerous 
personal interviews conducted with role- 
Players in the field of prevention, detection 
and addressing of economic crimes in genera. 
‘These role-players included among others & 
certified fraud examiner, a psychologi 

‘criminologist, two senior officials from the 
South Atrican Revenue Service, two senior 
‘officials from the Financial Service Board, a 
senior manager from the South Aftican 
Banking Risk Information Centre, and three 
ministers from different church congregations 





in Pretoria, During a personal interview with 
the criminologist, it was suggested that the 
Department of Correctional Services (DCS) 
should be approached to involve sentenced 
‘economic crime offenders in a research 
Project. 


‘This research comprised a qualitative and a 
‘quantitative component. For the quantitative 
‘component, a questionnaire comprising 38 
‘questions spread over 1 sections (A to K) was 
developed after reviewing the literature and 
conducting personal interviews with  role- 
players in the field of prevention, detection 
and addressing of economic crimes in general. 
‘The population for this research was 
effectively all sentenced economic crime 
‘offenders in South African prisons atthe time 
‘of commencing the research. However, due to 
the sensitive mature of this research and the 
protocols and procedures in place at the 
‘various DCS institutions, it was not possible to 
‘establish the exact number of economic crime 
‘offenders imprisoned. For research purposes 
the researcher had to rely on the DCS to 
idemify economic crime offenders at the DCS. 
institutions where the research was conducted, 
1k was therefore not possible to determine the 


‘exact population size. In the end, 82 economic 
crime offenders from Gauteng-based prisons 
participated inthe research project. 


The questionnaire was presented in the form of 
4 structured sel-administered_ questionnaire, 
‘which is available from the author on request. 
The economic erime offenders were requested 
to complete the questionnaire by hand. The 
Likert scale questions in the questionnaire 
‘were set in a statement format requesting 
offenders to rank each statement from 1 
(strongly agree) to 7 (strongly disagree) with 
regard to the influence they believe it has oF 
may have on fraud, coription of taxation 
related consequences in general 


For research purposes, it was important to 
cstablish certtin demographic information 
Peritining to the economic crime offenders, 
and these included gender, age and previous 
‘employment details, 





Ethical considerations 


‘Owing to the nature of this research involving 
sentenced economic crime offenders, the 
‘necessary authorisation and permission had to 
bbe obtained from the DCS. Permission was 
granted on the basis that any information 
‘acquired from participating offenders would 
bbe used in a balanced and responsible manner, 
taking into account the perspectives and 
practical realities of the DCS in the research 
‘output, All economic crime offenders 
idemitied by the DCS participated voluntarily 
in this research project and were under no 
‘obligation to participate, At one of the DCS. 
institutions, a number of economic crime 
offenders refused to participate and were 
allowed to leave the area where the researcher 
‘conducted his research, 


All offenders who participated agreed to be 
interviewed and to complete the questionnaire. 
DDS protocol required that a DCS oficial be 
present at all times during the interaction with 
the group of offenders atthe various Gauteng- 
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based institutions visited. ‘The respondents 
were ot remunerated for their paticipaion, 
but participated on & voluntary basis only and 
were assured of the confidentiality of their 
Participation and responses 


Participants/Data source 


‘The questionnaire (on which this anile is 
based) involved the participation of $2 
‘economic crime offenders serving time for 
offences related to fraud, corruption and 
taxation in general, All the economic crime 
‘offenders who paticipated in this research 
project were located at Gauteng-based DCS. 
institutions. Prior arrangements had tobe 
made with eich individual correctional 
inttution to be visited, firstly, to identify any 
possible economic erime offenders on its data 
hase and, secondly, to arrange for a date and 
time forthe proposed visit 


‘Measuring instruments 
A survey was conducted, using a 
‘questionnaire, to determine 
Participating economic crime offenders their 
Perceptions of fraud, comuption and tax- 
related offences. Owing to the nature of the 
research topic, the respondents inthis research 
project were informed that they could base 
their responses om their own perceptions 
and/or working or personal experiences 
relating to fraud, corruption and taxation in 
general Caution was taken to protect the 
Privacy and anonymity ofall the participating 
‘economic crime offenders. 


from the 


The researcher 
instructed the 82 economic crime offenders not 
to reveal their names or surnames or any other 
personal information to him. The importance 
‘of the correct completion of the questionnaire 
and the content of the questionnaire were 
discussed with ll participants before they 
were requested to complete the questionnaire 
‘The research tool comprised 38 printed 
‘questions given to each participating offender 
for completion. Once a questionnaire had been 
‘completed by an offender, the researcher, in 


8 _Aneconomic crime offender's perception of fraud, corruption and tax-related offences 


the presence of the offender, reviewed the 
(questionnaire to determine that all the 
{questions had been answered, 





Personal interviews of about 10) minutes each 
were also conducted on a one-to-one hasis 
‘with the participating 82 economic crime 
offenders and represent the qualitative 
‘component of this research project. Although 
DCS oficial was present a all times during 
the contact with the paticipants the personal 
interviews could be conducted in private in a 
secluded area where the economic crime 
offenders were assembled for the purpose of 
‘conducting the research. The DCS official 
could neither overhear nor interfere with the 
personal interview conducted. That ensured 
the privacy and quality of the interview. 
During the personal interview, a respondent 
could elaborate on certain questions and issues 
rised during the personal interview. All the 
personal interviews were recorded, where 
possible, on a digital voice recording device, 
land the answers given by the interviewees 
‘were carefully noted on a hard-copy of the 17 
pre-set interview questions. Once an 
‘offender's response to a question was writen 
down, it was read hack to the offender to 
confirm his vesbal response, The interview 
{questions comprised the following: 


1. What was the Rand value ofthe 
fraud/comuption perpetrated by you? 

2. Did you act alone or id you have an 
accomplice? 

3. Whatis theofficial length of your 

4. If you could tum the clock back, would 
you perpetrate the fraud/corruption again? 

5. Do you think your punishment is fir in 
relation tothe offence committed by you? 

6. Was the fraud/coruption perpetrated by 
you a once-off offence or a series of 
‘offences aver period of time? 

7. Did you. at any time during the 
Perpetrtion of the  fraud/eorsuption, 
‘consider the action tobe wrong? 


8. Was the immediate benefit to be derived 
from the fraudulent action more important 
than the potential consequences? 

9. Did you ever consider the possibility that 
{you might be caught or your fraudulent 
‘action could be detected? 

10, To what use did you put the proceeds of 
the fraud/comupsion? 

11, What advice would you give to other 
potential fraudsters to deter them from 
perpetrating frudcorruption’? 


12, Would you consider perpetrating 
{raud/coraption again once released from, 
prison? 


13, Do you think that serving a prison term 
for a traudicorruption offence may be 
viewed as suficient rehabilitation? 

14, Do you think tht, if you had been more 
informed about the potential 
consequences resting from the 
perpetration of fraudleoruption, you 
‘would have commit 

15, Were you, at any stage during the 
perpetration of the —fraudicomuption, 
‘ware of any possible taxation 
Consequences that could have resulted 
from such fraudulent behaviour? 

16. Do you have any remorse about the 
{raud/coraption you perpetrated? 

17. What is your highest level of academic 
achievement? 











‘The outcomes of the interviews may also be 
used to verify the test results obtained from the 
‘completed questionnaires. Only. selected 
information fom the personal interviews 
‘conducted with the 82 economic crime 
offenders were used in this article to expand 
‘on their responses to the manual questionnaire 
‘completed by them. Owing to logistical, time 
and cost constrains, only Gauteng-hased 
‘comectional institutions were used for the 
purpose of completing the said questionnaire 
and conducting the personal interviews with 
the economic crime offenders, 


Statistical analysis. 


The data collected by means of the 82 
completed questionnaires was analysed by the 
University of South Aftica’s Bureau of Market 
Research (BMR), using. special computer- 
aided software (PASW Statistics 18 — released 
30 July 2009), The BMR also provided 
assistance in evaluating and processing. the 
(questionnaires. ‘The initial data was eaptured 
by the writer and presented tothe BMR in the 
form of an Excel spreadshect, The data 
captured on the Excel spreadsheet was then 
processed by the BMR using the Statistical 
Program for Social Science (SPSS) software to 
calculate various statistical ratios and data 
relationships for cach of the 11 sections 
dimensions) of the questionnaire. Some of 
the statistical ratios and relationships 
calculated included Cronbach's alpha, the 
mean and standard deviation foreach question, 
CCorelations Transformed Variables and 





Discrimination Measures 


Wherever possible, all the personal interviews 
conducted with the economic crime offenders 
were recorded on a digital voice recording 
device and saved as a Windows Media Audio 

le. Content analysis was done on the 
verbatim transcriptions of the interviews 
conducted, The results of the questionnaires 
land the interviews conducted were integrsted 
for the purpose ofthis research 


FINDINGS 
The results obtained from the completed and 
processed questionnaires will now be 
discussed. Firsly, the demographic 


information with regard to the participating 
‘conomie crime offenders will be presented 
Then, some of the disclosures made during the 
personal interviews will be presented, 
discussed and interpreted. Lastly, a summary 
with regard to cach of the {1 sections 
(dimensions) of the questionnaire will be 
resented, discussed and interpreted, 
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Demographics 
‘The relevant demographic information with 
regard to the participating economic crime 
‘offenders were as follows 


1D 63 were males and 19 were females 


1 The majority (85.37%) were in the age 
group 20-49 years, 


Important disclosures made by 
‘economic crime offenders 
Du 
the $2 economic crime olfenders, very 
Personal questions were asked with regard t0 
imes they had perpetrated. The 
following i @ summary of the most significant 
information revealed by the participating 
offenders 


ig the personal interviews conducted with 





the economic 





1 The total monetary value ofthe economic 
crimes perpetrated amounted to 
R616 452 400, with the lowest being R2 
500 and the highest R300 000 000, and a 
median amount per participating offender 
‘of R200 000, 


1 OF the 82 offenders interviewed, 62.20% 
had an academic qualification equivalent 
to Grade 12 of less and 37.80% had an 
scademic qualification ranging from a 
Diploma to doctoral degree. 


11 The offenders who indicated that they had 
passed Grade 12 or less had perpetrated on 
average an economic crime equalling 
R208 833, while the offenders who 
indicated that they had an academic 
‘qualification exceeding Grade 12, revealed 
fan average calculated economic crime 
value of RI9 541 997 


Sixty-one of the economic erime offenders 
(74.39%) indicated that they — had 
perpetrated a once-off offence with a 
median monetary value of R1S0 000 pee 
offender. By contrast, 21 offenders 
(25.61%) indicated that they had 
perpetrated a series of offences vith a 
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‘median monetary value of RI 000 000 per 
offender. 


1 Fifty-one (62.20%) of the offenders 
indicated that they had acted alone while 
31 (37-80%) indicated that they had had 
‘an accomplice, The calculated median 
monetary amount involved when acting 
lone amounted to RI7S 000, while the 
median monetary amount using an 
sccomplice amounted to R233 000, 


1 Only 40.246 of the offenders were of the 
‘opinion that their punishment was fait in 
relation tothe offences perpetrated 


1 Por 74.39% of the offenders, the 
immediate benefit from perpetrating an 
‘economic crime was more important than 
any potential consequences and 76.83% 
‘considered their actions tobe wrong. 


The following significant correlations could be 
made with regard to the data collected from 
the economic crime offenders during. their 
respective personal interviews andthe 
processing ofthe data collected 


I The higher the level of an offender's 
academic qualification, the higher the 
‘monetary amount involved with regard 10 
the economic crime perpetrated. 


I The higher the level of the monetary 
amount involved with regard to an 
economic crime, the more significant the 
‘move from acting alone and perpetmting & 
fonce-off offence to involving an 
accomplice and perpetrating a series of 
offences 


1 Offenders were willing to run the Fisk of 
boeing detected or even prosecuted and 
possibly sentenced because the immediate 
Fhenefitto he derived from their fraudulent 
actions would seem more important than 
the potential consequences 


I Offenders considered the possibility that 
they might be caught or that their 


fraudulent actions would be detected, but 
the rewards on olfer by perpetrating an 
‘economic crime probably overshadowed 
this risk, 


DISCUSSION OF FINDINGS. 


‘The voluntary participation of $2. Gauteng- 
based economic crime offenders in this 
research project assisted in determining an 
‘economic crime offender's perception of 
fraud, corruption and tax-related offences. To 
adress each ofthe 11 dimensions identified in 
the questionnaire, the economic crime 
‘offenders had to respond to specific statements 
in the questionnaire related to each of the 1 
dimensions. The participating economic crime 
‘offenders displayed certain perceptions with 
regard to fraud, coruption and tax-rlated 
‘offences. ‘Their summarised responses to the 
11 sections (dimensions) of the completed 
‘questionnaire are presented in Table 1 below. 


‘The pereeptions with regard to fraud, 
ccomuption and taxtelated offences revealed 
by this research are presented from the 
perspective of a sentenced economic crime 
‘offender serving time in prison for bis trialed 
‘economic crime offence. The participating 
‘economic crime offenders have perpetrated 
‘economic crime offences that were detected, 
prosecuted and penalised with an official 
Prison sentence ina court of law. The majority 
‘of the participating economic crime offenders 
were in agreement with all 11 sections, 
Presented in statement format, of the 
‘questionnaire. A discussion and interpretation 
‘of the responses of the economic crime 
‘offenders will now be presented 





1k is interesting that the majority of the 
‘economic crime offenders observed that 
ceurent law enforcement, prosecution and 
sentencing practices were inadequate. To wht 
extent their own experiences might have 
‘contributed to this observation would not be 
known: however. they had experienced the 
whole process of law enforcement, prosecution 
and sentencing in a court of law. It would be 


interesting to lam from the sentenced 
‘economic crime offenders how to improve the 
current systems in place (dimension “A” of the 
questionnaire). The reliability of the data 
collected is confirmed by the Cronbach's 
Alpha score of 0.708. A score of 0,20 or more 
is acceptable 


The majority of the economic crime offenders 
were of the opinion that prevention oF 
‘management would minimise or reduce the 
possible negative impact of fraud, corruption 
and taxation-related consequences. Their 
‘economic crimes might have been detected by 
alert managers or if effective control measures 
had been in place. Economic criminals would 
rarely let an opportunity slip by to perpetrate 
an offence, but are always alert to preventative 
‘measures in place (dimension “B” of the 
(questionnaire). The reliability of the data 
colleced is confirmed by the Cronbach's 
Alpha score of 0.786. A score of 0,70 or more 
is acceptable 


The majority economic erime offenders were 
‘of the opinion that the current laws and 
regulations were adequate to address fraud 
ccomuption and taxtelated misconduct in 
‘general. This appears to suggest that the 
‘current laws and regulations should be applied 
‘more effectively o deal with economic crimes 
in general (dimension "D" of the 
(questionnaire). The reliability of the data 
colleced is confirmed by the Cronbach's 
Alpha score of 0.859._A score of 0,70 oF more 
is acceptable 


The majority of the economic crime offenders 
confirmed the notion that an economic crime 
‘offender was more concered about the 
proceeds of his crime than any possible 
Ccansequences it might have. They observed 
that fraud o cormuption was perpetrated 
‘without taking into account any possible 
taxation consequences that might result from 
their conduct (dimension “E" of the 
(questionnaire). The reliability of the data 
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collected is confirmed by the Cronbach's 
Alpha score of 0.867. A score of 0,70 oF more 
is acceptable 


However, the majority of the economic crime 
‘offenders averted thatthe perpetrators of fraud 
‘or corruption were aware of any possible 
taxation consequences that might occur as a 
result of their fraudulent actions (dimension 
“P" of the questionnaire), The reliability of the 
data collected is confirmed by the Cronbach's 
Alpha score of 0.895. score of 0,70 oF more 
is acceptable 


1k is significant that the majority of the 
‘economic crime offenders, having perpetrated 
‘economic crime offences and enjoyed the 
fruits of the offences, agreed that the 
perpetrtion of fraud oF corruption has an 
impact on taxation in South Aftica. The 
proceeds from economic crime offences are 
normally not reflected of accounted for tax 
purposes. Thus, for an economic crime 
‘offender to acknowledge that the economic 
crime he has perpetrated has an impact on 
taxation in South Arica is thought-provoking 
(dimension “G" of the questionnaire). ‘The 
reliability ofthe data collected is confirmed by 
the Cronbach's Alpha score of 0.783. A score 
(0f 0.70 oF more is acceptable 





“The majority ofthe participants argued tht the 
type of fraud of corruption being perpetrated 
was a function ofthe opportunities available to 
the potential offender. Most of the 
participating offenders indicated during their 
Personal interviews that they were able to 
‘exploit weaknesses in the contr systems at 
their respective employers or the entities they 
had targeted, Thus, it would seem that the type 
‘of fraud or corruption being perpetrated could 
be linked to the opportnites available to a 
potential offender (dimension “H” of the 
questionnaire). The reliability of the data 
collected is confirmed by the Cronbach's 
Alp score of 0.747. score of 0,70 oF more 
is acceptable 





2 


Most of the participating economic crime 
offenders agreed with that 
morality and sound principles would impede 
the occurrence of fraud, corruption and 
possible tax-related consequences. Conversely 
4 lack of morality and sound principles could 
Promote the occurrence of economic 

Arguably, the best. defence against 
possible economic crime would be prevention 
Extemal and internal measures have their 
limits, but a change in a person's atitude by 
adopting a sound moral stance and subscribing 
to sound principles could assist in addressing 


the statement 
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‘economic crime in general (dimension 
the questionnaire) 





The statement was made thatthe prevention of 
fraud, corruption and tax evasion may be 
influenced by the cost of complying with all 
the taxation administration requirements in 
South Africa, Most participating offenders 
Were in agreement with this statement. It is 
interesting thatthe sentenced offenders viewed 
tax compliance cost as & possible hurdle in the 
prevention af economic crimes (dimension “I” 
‘ofthe questionnaire). 












































TABLE1 
‘A summary of the economic crime offenders disclosures made 
Eker sale opto 
ayes | Uncertain | Dragos 
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‘A Law efrcement, prosecution and setoncng pracices we natadequata | T2azx | este | 206% 
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fax conducting 
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eeced and eventual beng prosecutor erpetaton ofa rauauent | 38% | 447% | 31705 
‘ion 
“hreage wae | sem | oem 

















The majority of the offenders argued that a 
prospective fraudster has ao concer for his 
‘economic crime being detected and eventually 
boeing prosecuted for the perpetration of such 
fan offence, This also confiams the view 


expressed by most offenders that fraud or 


Ccoruption is perpetrated without taking into 
account any possible taxation consequences. 
Thus, an economic crime offender has only the 
possible proceeds in mind when perpetrating 
fn economic crime and may disregard the 
possible consequences of| conduct 
(dimension "K" of the questionnaire). The 





sch 


reliability ofthe data collected is confirmed by 
the Cronbach's Alpha score of 0.796. A score 
‘0 0,10 or more is acceptable. 


The percentages displayed in Table 1 above 
for cach dimension under the headings 
"Agree", “Uncertain” and “Disagree” have 
thcen calculated using the responses of the 
‘offenders to the seven point Likert scale that 
applied in the questionnaire. If an offender 
selected “Strongly agree” (1), "Moderately 
agree” (2) or “Slightly agree” (3) to a specific 
stalement in the questionnaire it was 
interpreted as “Agree” to the sud statement 
and reflected as such in Table 1. However if an 
offender selected “Uncertain” (4), neither 
agreeing nor disagreeing to a specific 
Stalement it was treated as such and reflected 
‘under the heading “Uncertain”. If an offender 
lected to disagree to a specific statement, the 
offender could have chosen “Slighlly 
disagree” (5), “Moderately disagres" (6) oF 
“Strongly disagree” (3). Whichever option of 
slsagreement had been chosen by an offender 
had been interpreted as “Disagroc” tothe said 
statement and reflected as such in Table 











The main reasons for perpetrating fraud 
corruption oF tax evasion identified by the 
economic crime offenders are reflected in 
Table 2 below (dimension “C" of the 
questionnaire). The 10 reasons reflected in 
Table 2 were the 10 pre-defined options which 
offenders were requested to rank. They also 
hhad the option to provide any other possible 





The three highest 
perpetrating fraud, comuption or tax evasion 
were identified by the offenders as 
reedsiwants, facilitation of paymentslcas 
flow problems and greed. This is in line with 
the common belief thatthe majority of people 
‘will perpetrate fraud or corruption driven by 
ned or greed (Wells, 2008:399) 


ranked reasons for 
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TABLE2 
Ranking of reasons for perpetrating 


‘fraud, corruption or tax evasion 


Ranking 
Restore order 
Neodevants| 1 
Facliaon of paymenscash-an 2 
profes 
Grees 3 
Bios paid get things Gnelarod ut 
xarsinseitnmentofered for 
efonal reations wih potential cons 
Martingale aspen 
‘he frm of expersive its 
minal behavior 1 
Goting even wit SARSthe goverment 8 
TaxsauingTax evasion fy 
Poti pressure, forerampe subside ot 

C ol 5 


expt od deals 


‘The following other reasons why people may 
‘commit fraud, corruption or tax evasion, were 
noted by the economic erime offenders: 

D Transparent corruption within the 
governmental environment 

1D. People may be forced out of poverty 

1. Lack of employment and/or unemployment 

Self enrichment 

1D Tokeep other people happy 

1D. Stiving fora beterhigher position 

1D An economic opportunity 

Deer pressure 

1 General cost of living 

1 Follow the rules of the economy 

1D Toamass wealth so as to have power 

‘The economic crime offenders were asked to 
rank four types of fraud normally perpetrated 
by employees that would have a moderate 
financial impact on an entity. Teie collective 
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responses to the preidentified types of fraud 
are summarised in Table 3. 


TABLES 


Ranking ofthe types of employee trad 
that have a moderate financial impact 
Type of employe fraud 





Enbezrlement of money o pope 1 
ret of iui cy 2 
That of ade secrets intelectual propery 3 
Moga ats 4 


The embezzlement of money or property by an 
employee would probably be the easiest and 
‘quickest form of employce fraud to commit. It 
will roquite less effort than the theft of trade 
secrets for example and may be easier 10 
conceal 


Offenders were also requested to rank four 
types of fraud normally perpetrated by 
management that would normall 
substantial financial impact on an entity. Tei 
collective responses to the pr-identified types 
‘of fraud are summarised in Table 4. 


have a 


TABLES 
Ranking of the types of management 
‘traud that have a 
‘substantial financial impact 


Ranking 
‘ype ofmanagment oe 
Franca Satan Fae 

Conf first 
Misropresrtaton of mate facts 
Bibery 

Misapproptation oases 
Consent of mati ts 
opal ats 





Financial statement fraud was ranked as the 
‘number one form of management fraud 
followed by conflict of interest. a 


jption and tax-related offences 





misrepresentation of material facts and 
bribery. All of these types of management 
fraud have the potential to create serious 
financial implications for possible victim 


CONCLUSION 


The main objective for the study was to 
‘establish an economic crime offender's 
perception of fraud, corruption and tax-related 
offences. The research was conducted by 
means of a statistical analysis of data collected 
with manual questionnaire completed by 82 
‘economic crime offenders, as well as by means 
‘of personal interviews conducted with them at 
five Gauteng-based correctional institutions 





The results obtained from the study indicated 
that the majority of the 82 economic crime 
‘offenders who had participated in ths research 
responded in the affirmative to each of the 1 
stated research questions. The participation of 
‘economic crime offenders in a research project 
to establish their own perceptions of fraud, 
ccoruption and tax-related offences was most 
informative. None of the participants felt 
threatened by their involvement in the research 
and participated voluntarily, thus making a 
substantial contribution by sharing some of the 
personal experiences of having heen involved 
in economic crime and ending up paying the 
ukimate price for the offences committed by 
serving a prison term, 


“The results ofthe data analysis suggest thatthe 
prevention, detection and addressing of 
‘economic crimes in South Africa could be 
approached from a different perspective by 
taking note of the perceptions of economic 
crime offenders with regard 1 fraud, 
corruption and tax-related offences. Their 
Perceptions with regard to the research 
‘questions revealed the following: 


1 Law enforcement, prosecution and 
sentencing practices are not adequate 
(dimension “A”. 





0 


Prevention or management of economic 
crime will minimise or reduce the possible 
negative impact of fraud, corruption and 
taxation-elated consequences. (dimension 
", 
‘The main reasons for perpetrating 
onomie ncedswants, 
ton of paymentfeash flow problems 
and greed (dimension “C") 





faci 


(Current laws and regulations are adequate 
to address ‘comuption and tax 
‘conduct in general (dimension "D") 


fraud, 





Praud or corruption is perpetrated without 
taking into account the possible taxation 
‘consequences that might occur as a result 
thercof (dimension “E”). 


‘The perpetrator of fraud or corruption is 
ware of the possible taxation consequence 
‘or tax lsbilties that might oceur as result 
‘of his fraudulent actions (dimension “F") 





The perpetration of fraud oF coruption has 
sn impact on taxation in South Arica 
(dimension “G"). 


‘The type of fraud or comuption being 
perpetrated is a function of the 
‘opportunities available to a potential 
‘offender (dimension “H"), 


Morality and sound principles would 
impact positively on the occurrence of 
fraud, comuption and possible tax-related 


‘cansequences (dimension 





The prevention of fraud, corruption and tax 
‘evasion may be influenced by the cast to 
‘comply with all the taxation administration 
requirements in South Africa (dimension 
"9, 

A. prospective fraudster is unconcerned 
shout whether or not his fraud or corruption 
will be detected, and whether he will be 
prosecuted for perpetrating a fraudulent 
action (dimension “K" 
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More laws and regulations would not 
necessarily address the current levels. of 
‘economic crime in South Africa, Te focus 


should be on the more effective application of 
existing laws and regulations. The 
implementation of sound principles, such as 
‘corporate ethics and the promotion of moral 
‘conduct, could contribute towards & business 
‘environment where economic crime could be 
labelled as the enemy of sound business 
practices. It seems that the human factor, in 
Particular the exploitation of an opportunity, to 
perpetrate an economic crime is largely driven 
by need of greed. A temporary solution to this 
world-wide phenomenon is 19 send economic 
crime offenders to prison once found guilty in 
1 court of law. ‘This may only be a short-term 
solution to this problem by removing the 
sentenced offender temporaily from society 
‘The real challenge arises when the sentenced 
‘economic crime offender is released from 
prison alter having served his term, To what 
extent has the economic crime offender been 
rehabilitated and how would he be integrated 
hack into society? It is suggested that a 
rehabilitation programme for 
‘economic crime offenders should extend 
beyond prison during their integration phase 
hack into society once release from prison. 





holistic 








In conclusion, the above discussion provides 
substantive evidence that economic crime 
offenders have definite perceptions regarding 
fraud, comuption and taxrelated_ offences, 
Despite the existence of numerous. laws, 
regulations and control measures, they. were 
able to perpetrate economic crimes and ended 
up in prison for their choices and offences, 
‘They indicated that law — enforcement, 
prosecution and sentencing practices are not 
adequate and that, although they might have 
ben aware of the possible tax consequences 
their offences could have, they dissegarded 
them. Economic crime offenders are only 
‘concemed about the proceeds from their 
crimes and donot really consider the 
‘consequences they may have, To send them to 
Prison and to deprive them of ther freedom 
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and the proceeds of their crimes is only a 
temporary solution to a long-term problem, 
unless the offenders are willing to. subject 
themselves to a life changing postprison 
rehabilitation programme. 
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ABSTRACT 


‘The present study identified role of human resource management in the realization of 
‘competiiveness in Industrial Organizations and has focused primarily on some important 
issues related to human resource management selection, training, motivating, attracting, 
‘employing, evaluating employees, and the setting of salaries, fees and rewards and the 
realization of competitiveness among business organizations. This paper has undergone 
{or the evolution of HRM from past fo present will be discussed in a theoretical concept. 
‘Then the role of human resources for organizations to gain competitive advantage and 
the innovations in HRM in the 21st century wil be analyzed in a strategic view. Data was 
{drawn from a sample of two industrial business organizations in the city of Amman. The 
study results showed that there is a significance relationship between the factors such 
as; raining, motivating, atracting, employing, evaluating employees, and the setting of 
salaries, fees and rewards of employees and workers and ‘the realization of 
Ccompetiveness among industrial business organizations. And this result is consistent 
with the outcome of previous studies. 


Keywords employees’ recruitment, training, competitive advantage, 
industrial organizations, Jordan 


Since entering the new millennium, the world th» 2006), and. this clearly means that 


‘in general and the business world in particular 
became subjected to a spiral events and 
changes. Globalization and its related 
consequences of cconomic and cultural 
fopenness has. imposed new burdens and 
challenges on business organizations, where 
businesses found themselves forced to adopt to 
these events and changes. Competition for 
example, became no longer local, and social 
mindedness shifted to become global 





mindedness, where the customer now wants to 
‘obtain the similarities of innovation between 
the domestic and foreign products (Nijssen et 


competition became global and financial, 
causing organizations to search for what 
distinguishes it from others. In onder to create 
and promote differences in organizational 
performance, who is difficult to be achieved 
by rivals, where the organizational strategy of 
the organization as a whole which consists of 
sub-stategies suchas production and 
marketing strategy, HRM strategy must be 
interrelated with the general goals of ‘the 
organization. In this regard, many researchers 
pointed out that organizations can gain 
competitive advantage by improving their 
resources from others. Hatch and Dyer (2008) 





reported thatthe resource-based view of the 
firm is more likely to explain sustained 
differences in firm performance by identiying 
lerences in frm resources, their philosophy 
in this regard relies on, that organizations with 
valuable and rare resources may benefit in 
building competitive advantage. And, because 
the human capital is one of the organizational 
resources this paper will focus on the role of| 
‘human resources management practices in the 
fields of recruitment, training and motivation 
in achieving competitive advantage in 
Jordanian industrial organizations. 





PROBLEM STATEMENT 
AND QUESTIONS 

The problem of this study can be formulated 
according to the following statement 
“Industral organizations are able to acquire 
‘human capital, which as the talent; the ability 
and appropriate qualification are best placed to 
‘gin a competitive advantage in a time of 
fierce competition”, This problem will be 
liscussed through the following questions: 





1) What is the role of recruitment strategy 

in identi 
2) How HR department can exploit the 
recruit practice to attract the best applicants in 
terms of talent, competencies and 
to enhance the competitive 


recruitment methods and 








3) How can taining programs and 
‘methods, to contribute to the achievement of 
competitive advantage in industrial 
‘organizations? 

'4) To what extent the flow of innovative 
ideas to build a competitive advantage 
influenced by the system of incentives? 


‘THE STUDY IMPORTANCE 
‘As mentioned inthe introduction, 
‘organizations can make differences in their 
performance according to the differences in 
their sourees from other onganizations. This 
debate leads us to rosognize the human capital 
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ss a valuable asset which can help 
‘organizations to achieve their goals including 
‘competitive advantage and superiority over 
‘competitors, The importance of this study les 
in exploring methods that can help 
‘organizations to achieve their strategic goals. 
Where the greatest challenge facing 
‘organizations now in order to achieve their 
goals and maintain survival and continuity ina 
sharp competitive environment is the 
possession of human capital who has the 
ability and willingness to work in effective 
manner and who can provide innovative ideas 
to keop the organization safe from 
‘competitors, Hence, business world is 
witnessing now a race between organizations, 
Whether local or global, to acquire the talent, 
skills, and distinctive competencies required 
fom the human resource departments in 
various sectors to search seriously for such 
people. A variety of different sources can be 
used to attract personnel to work in a particu 
‘organization and to develop their skills, 
knowledge and abilities to contribute 
effectively towards achieving organizational 
goals (Huselid & Becker, 2011), and in 
‘encouraging them to stay and work in the 
‘organization (Lockwood, 2007). 


Also, ths study meets a demand by research 
tnd academic institutions not only in Jordan, 
but also inthe whole Arab World to enrich the 
Amie library with recent studies on human 
‘capital and is value for both the employer and 
the customer. The main benefit ofthis research 
will help the Arb administration in the 
process of transition form a traditional and 
narrow view, which views the employees as a 
mere cost, 10 more comprehensive strategic 
horizon that views human capital as a precious 





‘THE STUDY OBJECTIVES 
This study aims to achieve the following 
objectives: 

1) To discern the methods and sources of 
‘employees recruitment and the advantages and 
cisadvantages ofeach method and source 
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2) Identity the obstacles and challenges that 
are facing human resource management whea 
recruiting the best applicants. 

3) To illustrate the role of taining methods 
in the development af employees performance 
and behavior to realize complitve advantage. 
(competitive). 

44) Come up with recommendations for the 
Jordanian industrial companies to help them to 
achieve competitive advantage through their 
human capita, 

5) Explore if there is a linear relationship 
between the methods used to recnut staff in 
the study sample companies, and the training 
provided to the staff, and the system of 
incentives on the one fund, and achieve 
competitive advantage on th other. 


METHODOLOGY 


‘Type of the Study 
“The descriptive analytical approach was used 
to conduct this study, according to. the 
“quantitative paradigm, 


‘The Study Population and Sample 
The study population consists ofthe Jordanian 
‘pharmaceutical industrial companies, while the 
study sample consists of 100 employees 


‘working in the two companies; Al Hikma 
Pharmaceutical Company and ICCB 
Company. 

‘THE STUDY MODEL 
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Data Collection Methods 
Secondary data was collected from books and 
researches and related previous studies by 
using Google Scholar, while primary data was 
collected through the distribution of a 
‘questionnaire to one hundred respondents who 
are working in the two companies in various 
levels; ‘management, mide 
‘management and executive management in 
headquarters of the companies in Amman city, 


HYPOTHESES 

1) The first main hypothesis: HA, 
statistically significant relationship between 
recruitment strategy and attracting best 
applicans 

2) The second main hypothesis: HA: There 
is statistically significant relationship between 
the availabilty: of talent, competencies and 
qualifications in the recruited employees and 
achieving competitive advantage, 

3) The third main hypothesis: HAs; There 
is statistically significant relationship between 
training programs and methods, and 
employee's development to create competitive 
advantage. 

4) The fourth main hypothesis: HAS: There 
is statistically significant relationship between 
the incentives system in the company and the 
flow of innovative ideas to build a competitive 
advantage. 


There is 
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PROCEDURAL DEFINITIONS 


Competitive Advanage 
From the perspective of human resource 
‘management: The resource-based view of 
the role of HR in 
firm competitive advantage. Bamey and 
‘Wright (1997) pointed out that thee are three 
basic types of resources can provide 
competitive advantage, one of them is the 
‘human capital resources include things as the 
stills, judgment and intelligence ofthe firm's 
employees. 

Talent: A. person with special knowledge oF 
ability who performs skillfully 
(vocabulary com). 

Recruitment Strategy: is the important 
document, hich drives all recruitment related 
processes in the organization, 

The effective recruitment strategy includes 
practices and activites aiming to employ the 
best candidates in terms of high behaviors and 
appropriate competences (Breaugh, 2008) 





‘THEORETICAL BACKGROUND AND 
LITERATURE REVIEW 


= Employees reerutment: 
Many omganizatons fail to achieve thei goals 
despite the possession of material resources, 
technology and other devices, such as 
‘equipment and financing. The reason for this 
failure in many eases may be due tothe lack in 
such an organization of human clement 
‘which is capable of managing and investing 
these resources in an effective manner to 
achieve the goals of the organiz 
‘specially so in the creation of a competitive 
advantage for the organization which 
distinguishes it from others and preserves its 
cexistence and continuation. There are many 
studies in the literature that tackling. the 
recruitment process from several view points. 


jon, This is 








Historically, it could be argued that 
‘organizations believed thatthe most important 
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goal of the recruitment process was to 
mobilize the largest possible number of 
employment scckers, which these 
‘organizations justified under the pretext of 
reducing the cost of recruitment (Wanous, 
1992), Others, including Morse and Popovich 
(2009), saw that the tational philosophy of 
recruitment was no more than the selling ofthe 
‘organization to outsiders. According to some 
(Singh & Finn, 2003), 
‘organizations have relied on traitional 
methods of rscruting employees, such as 
newspaper advertisements and employee 
referrals, which were based on the use of 

relatively low-tech approaches. 
Today's business environment has forced 
‘organizations to change their perspectives 
about the recruitment process because ofthe 
influence of a number of constraints on 
recruitment activities. Acconding to one piece 
‘of research (Cascio, 2003), reductions in the 
labor pool brought recruitment the greatest 
‘organizational altenton. Another suggested 
reason (Thompson & Aspinwall, 2009) is that 
the supply of qualified workers will never 
match the demand in the labor market 
Morcover, it could be argued that this is 
tue in some professions and 
disciplines, such as nursing, brokering in the 
financial markets, banking, certified. public 

ion (Alhusary, 2006), 


researchers 














Some authors also pointed to a ertcal issue, 
which is the compatibility between the 
‘expectations of the applicant to occupy the 
post, in terms of the benefits that will be 
‘obiained by accepting the role, and what will 
sctually be presented by the organization (Noe 
tal, 2008), It has also been highlighted that 
employees’ requirements are changing: 
“Today's employees are becoming 
increasingly concerned with balancing their 
work and family lives, and they are said to 
highly value organizations that help them 
achieve this balance” (Thompson & 
Aspinwall, 2009, p. 196) 
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“These challenges and others have developed 
the concept of the recruitment process to one 
‘of an onganizational strategy that includes 
those practices and activities carried out by the 
‘organization with the essential objective of 
describing the emplayces necded based on 
their skills, qualifications and abilities, and 
thon attracting them in onder to hire some of 
thom (Breaugh & Starke, 2000), 








The most important characteristic of the 
recruitment process in this current era is that it 
thas come to be aimed at putting the right 
person in the right place (Knowles et al, 
2002). Tis goal was emphasized inthe human 
resource literature. Acconling to Croy and 
Duggan (2005), a company's most valued 
asset its human capital, as it makes the 
difference between success and failure (Croy 
& Duggan, 2008), Therefore, the recruitment 
process should be carried out using a 
systematic approach to achieve the recruitment 
goals succesfully 


= A mwdel of the 
recruitment proces: 


organizaronal 


The figure shows that the first stage of the 
recruitment process is to identify targets. This 
stage is very important hecause without 
specifying clear objectives, the recruitment 
strategy will become meaningless (Rynes & 
Barber, 1990), 


Some authors have indicated that recruitment 
rust be managed through a systems approach 
(Carroll eta, 1999), and thatthe systematic 
Procedure of recruitment ean be performed in 
four stges, each of whick constitutes a sub- 
system which interacts with the other thre, 
and all interac withthe recruitment process as 
a whole (Lewis eta, 1997), 
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These stages have been defined as follows: an 
valuation of the vacaney in terms of its need 
tobe filled or not the strategy development of 
whom, where and when to recruit; the 
preparation ofthe job's analysis; and the listing 
‘of the person specification (Carroll et al 

1999). The most important aspect in this 
hase, as stated inthe human resource 
‘management literature, is that there must be a 
broad consensus between the HR strategy and 
the organizational strategy (Sheehan & 
Scafidi, 2005). In spite of the integration of 
HRM activities within the organizational 
strategy, there is recognition that the strategic 
role of human resource management is still in 
the process of verification (Michelson & 
Kamar, 2003). However, human resource 
‘management can impose a strategic role by 
hhamessing its activities and practices 
supporting the philosophy and strategy of the 
‘organization (Mayer, 2008). 








Best Practice in Employees" 
Recruitment 

ln order to enhance its strategie role in 
‘organizational success, HRM must design the 
recruitment plan after close coordination with 
the other departments within the organization 
(Mayer, 2008). In this regard, some 
researchers have suggested that the plan 
should hold answers for questions such a: 
‘when to begin recruiting? What is the most 
appropriate text of the message tobe delivered 
to the targeted applicants? Wha are the 
recruiters? (Breaugh, 2008). Several studies 
fare unanimous in including at this stage a 
focus onthe targeted person, referred toby the 
term “Person Centred” (Alvesson & Willmott, 
2002). In this approach, the recruitment plan 
should align some key questions with the 
recruitment goals, most of these questions 
taking account of the intangible qualities 
‘within a person, such as values and atiudes, 
and whether they match the organization's 
beliefs (Townsend 2007). 











The most critical issue which should be taken 
into account is the cost of attracting and 
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training new candidates (Zottoli & Wanous, 
2000). Therefore, in some cases, the 
recruitment allocation should be one of the 
largest tems in the whole budget, especially if 
inexpensive resources, such as employee 
referrals, are not sufficient. Organizations 
incur considerable costs in. secmiting and 
training new employees. Reeriting costs 
include advertising expenses, expenses 
‘connected with lining with universities and 
‘other sources of prospective emplayses, the 
‘cost of the analysis of the applications to 
‘ensure that the qualifications and skills 
required are available, and then the salaries of 
those who are employed (Ehrenberg & Smith, 
2002), Thus, organizations must bear the 
following in mind: 





Because of the cost of recruiting and 
training workers, employers must decide on 
an overall hiring strategy. Firms choosing 
@ high wage strategy generate many 
applicants for each opening and can be 
selective, aking only trained, experienced 
workers. Hy paying high wages they avoid 
explicit and implicit costs of hiring. the 
inexperience (Ehrenberg & Smith, 2002, p 
99) 


i must be noted here that HR managers can 
reduce the cost of screening job applicants 
and, at the same time, acquire the best 
applicants. This is achieved as soon as they 
understand that there is a large gap between, 
knowledge and practice (Ryan & Tippins, 
2004), This results in an understanding that 
Performance indicators measure and compare 
What has been achieved as a result of the 
diligence of the individual, not the level of 
intelligence of that individual. Therefore, those 
‘organizations which screen job applicants for 
values have a higher employee perfomance 
than those which simpy screen for intelligence 
(Delaney & Huselid, 1996). 





Good practice in recruitment requires HR 


managers to know that the use of certain 





recruitment tools can affect employee 
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cffectivencss and diversity, Employee 
refers, for example, affect workforce 
diversity adversely (Sackett et al, 2001). Good 
ractice in recruitment also requires 
knowledge of how technology can facilitate a 
task and reduce its cost. 


Recruitment Sources and Methods 
Before moving to discuss recruitment 
resources and how to use them, and examining 
the advantages and disadvantages of each, it 
should be noted that relatively recently 
literature has raised avery important topic 
‘which can be adopted by organizations in the 
process of attracting the best applicants 
‘According to one study, organizations are 
tending now 1 publish their names, their 
Philosophies and their attributes in order to 
atract recruits through a technique termed 
‘Employer Branding” (Backhaus & Tikoo 
2004). Employer branding was defined by 
Sullivan (2004) as a longcterm strategy to 
‘make the organization the focus of employees 
and potential employees, and other relevant 
stakeholders (Sullivan, 2004). Employer 
branding contributes 10 the formation of a 
positive mental image for potential emplayses, 
and even on the level of society as a whole 
This drives job seckers to work in a particular 
‘organization because they will reap a number 
‘of benefits in terms of a high salary and leave 
allowances, as well as social respect. Other 
researchers have defined the term "Employer 
Branding” as the total of an organization's 
cffors to communicete with current and 
potential employees (Lloyds, 2002). 








ln research aimed at developing and validating 
44 scale to assess employer attractiveness 
(erthon et al, 2005), the study population 
involved students at a large Australian 
‘miversty, The study sample consisted of 683, 
students divided into two samples, the first 
including 340, the second 343. The researchers 
‘used five fictors to describe the underlying 
structure of employer atractiveness. Factor no. 
1, “Interest value”, evaluates the individual 
level of attraction to working in an 





‘organization because of the benefits and 
inducements offered by the organization, such 
as an exciting work environment, advanced 
work practices, and what employees would 
call their creations by producing. innovative 
Products and services 





Factor no. 2, “Social value", assesses the 
impact of a fun working environment, good 
relationships with peers inthe workplace, and 
working as a team on employer attractiveness 
Factor no. 3, 
‘extent to which an individual is attracted to an 
employer that pays good salary. Factor no. 4, 
“Development value", assesses the impact of 
recognition, self-worth, confidence, and the 
‘career development programs provided by the 
employer on its atractiveness, Factor no. 5, 
“Application value”, assesses the impact of 
providing an opportunity 10 employees to 
apply what they have learned inthe workplace 
fon employer attractiveness. The research 
findings indicated that 153 of the respondents 
stated that all five fictors have a significant 
impact on employer attractiveness, ranked by 
the importance of each factor a8 follows, the 
‘most important listed frst Economic, Social, 
Development, Interest and Application 





‘conomic value”, assesses the 





The importnce of this research lies in its 
being considered as an intermediate between 
two stages of the recruitment process; 
designing the plan and choosing the 
recruitment source, because it means that an 
‘organization that tims to recruit the best 
applicants mast publish factual and honest 
information about the working conditions and 
benefits granted to employees, together with 
‘other information designed to atract the 
required competences 


The extent of the impact of the recruitment 
process on an organization differs according to 
the recmuitment resources used. Some 
researchers consider that there are three 
recruitment resources: intemal recruitment, 
extemal recruitment, and walk-in (Wanous, 
1992), while other” researchers (Hunter & 


Schmidt, 1990) have described how the 
recruitment resources themselves may be 
formal or informal. Whatever the source of 
recruitment, the goal is to increase the 
‘atractiveness of the organization as an 
employer by communicating with potential 
applicants through the message reaching them 
fiom a particular source and an effective 
‘communication channel (Barber, 1998). 


Internal sources 
Intemal recruitment resources are preferred by 
organizations because they allow the 
nization to fill a vacancy from a known 
pool of employees and because these resources 
are under the organization's control (Hoye & 
Lievens, 2005). One of the internal recruitment 
resources is job postings, a form of recruitment 
advertising (Kotler & Keller, 2000) that can be 
defined as any internal announcement by an 
nization. Employees are considered as a 
‘wide pool for job vacancies in an organization. 
Internal job postings require issuing a circular 
regarding these vacancies forall employees in 
the organization, which provides an 
‘opportunity for employees who have the 
necessary efliciency, capabilities, and 
competences to apply for the vacancies 
(Haroon, 2010; Torrington et al, 2009). 














Employee referrals are an intemal channel for 
recruiting highly-skilled employees. Lange 
‘organizations now depend increasingly on 
their employees to recmut specific candidates 
for jab openings. Employee referrals are also 
the easiest source of recruitment because they 
donot require rigor on the par of the 
‘organization and the onus is on relatives and 
friends (Kugler, 1997) 

‘According to Nicu and Sturz (2008) and Noe 
tal. (2008), the personal recruitment inside 
‘organizations offers a number of advantages, 
stich asthe following: 








“The organization has complete information 
bout candidates, which enables HR to assess 
‘ach one hased on his oF her strengths and 
weaknesses. The advantage of this format is 
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that it can belong tothe activity of recruitment 
and of selection, according to the current 
researcher's belic. Is greatest advantage is 
that the applicants are well known to the 
‘organization (Noe ta, 2008). 

tlt is easier to attract candidates because they 
are better known. However, this mixes HRM. 
activities when proposing advantages for using 
internal recruitment resources because better 
known candidate can be target by extemal 
sources (Nicu & Sturz, 2008). However, other 
tuthors are more specific when addressing the 
advantages of intemal recruitment resources 
for the recruitment process itself. In this 
regard, the following have boon added to the 
previous advantages (Noe et al, 2008). 

‘The applicants are relatively knowledgeable 
shout the organization's vacancies. 

Using internal resources to fill vacancies is 
cheaper and faster than using extemal 
resources. Meanwhile, it has been pointed out 
that the main advantage of using employee 
referrals is that an existing employee, through 
providing knowledge about the organization to 
the targeted person, could attract a strong 
‘candidate (Robbins & Coulter, 2005). 


At the same time, wsing intemal recruitment 
resources as a policy could result in the 
following disadvantages: recruiting fom 
inside an 





applications (Linnehan & Blau, 2003). This 
‘could also lead to a reduction in new ideas 
fom outside the business and may decrease 
the diversity of employees (Tipper, 2004) 


External Sources of Recruitment 
According to one study (Fisher et al, 1993), 
the formal methods of extemal recruitment 
include newspaper, magazine and journal 
advertising, in addition to using employment 
agencies and, in the curent era, jobleaeer 
fairs and e-rocruitment, External recruitment 





sources are not under the control of the 
‘organization, as job seekers can obtain 
information from external sources, such as 
word of mouth, and publicity. Publicity is an 
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‘extemal source of information related t0 the 
recruitment process (Collins & Steven, 2002), 
‘while Van Hoye and Lievens (2006) define 
‘word of mouth asthe exchange of information 
through conversation between friends and 
relatives or from college instructors, although 
such information may include negative and 
positive aspects 


Regardless of which resource is used, in many 
situations there is a good case for using 
different methods in combination when 
looking to fll he same vacancy (Torrington et 
aL, 2009). Research conducted to measure the 
relationship between the different sources of 
recruitment and the innovative abilities of 
employees at work by Conrad and Ashworth 
(1986) reported the survival rates in jobs 
arranged by the reeritment sources used with 
the following results: employse referrals 
(61.25%), employment agencies (48.4%), 
advertisements (44.8%), and walk-ins (58.4%). 
"Another research has reached tothe following 
results in terms of survival rates in jobs were 
that referrals are more effective than 
advertisements, referrals are better than 
agencies, referrals and walk-ins are of equal 








reliability, walk-ins are better than 
advertisements, and walk-ins are also better 
than agencies, 


Employees Training and Development 
This research has taken training and 
evelopment as a part of HR practices by 
discussing those two practices broadly. On the 
other hand, the research will measure the 
clfeet of training on the organization. The 
research tackles the industrial organizations in 
Jordan and how they apply training methods as 
significant activity in HR, 


Today business organizations are working 
‘within a dynamic and turbulent environment, 
which characterized by globalization, open 
‘markets, huge information loads and easy 
‘communication, These characteristics make it 
4 “heavier’ competitive business environment 
that requires organizations to compete 





effectively in the marketplace. Such purpose 
leads the organizations to think deeply in 
‘creating a systematic approach which enables 
it accomplish its strategic objectives. To help 
the managers in designing the business 
strategy, questions such as te following have 
to be answered: 





How do we compete in the market place? 
<What do we need to differentiate our 
‘organization from others? 

-What abilities and capabilities are required to 
chieve our organizational goals? 





For the purposes of this study, focusing on 
inculeating a culture of customer focus in the 
hearts of employees of Jordanian industrial 
‘organizations asa result of training that wil be 
represented by achieving customer satisfaction 
through the employees 


Employees training and development are from 
the human resource management activities, 
Which, if they are linked to the strategic 
‘objectives of the organization, contribute 
effectively to the achievement of these 
‘objectives. In this regard, the literature 
indicated that, convinced of the director, that 
the workers have a larger role in achieving the 
goals of the organi 

rust be translated to plans, policies and 
practices (Holbeche & Park, 2009) Such plans 
and policies would include: the quality of the 
‘employees to be hited, and how to strengthen 
their capacities and competencies through 
training and motivating them to work. When 
this happens, twill mest with more dedication 
to work by employees to achieve the goals of 
the organization, rough which the 
employees’ personal goals are achieved. 
Furthermore, motivated employees will realize 
that customer service is the reason for their 
presence in the organization. Goal such, 
‘customer focus is the point d'appui for other 
strategic organizational activites such as; 
quality contol, pricing, human resources 
‘management, nd production management and 


jon and this conviction 








te. to accomplish total quality management 
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‘Study by (Al Hamed, 2002) 

The impact of incentives onthe 
enhancements of the performance of 
employees in Jordanian public and private 
bospitals” 


The study aimed to evaluate the impact of 
incentives on enhancing the performance in 
Jordanian public and private hospitals in the 
‘middle rogion through the ideal employment 
‘of the concept by the hospitals’ administration. 
The study sample comprised four public 
hospitals, and five private hospitals, and the 
sample included 430 individuals, about 14% of 
the number of workers working in the private 
and public hospitals sectors in the middle 
region of Jordan. When distributing the sample 
all the various professions in these hospitals 
‘were taken into consideration, as per stat 
rules. This study concluded the following: 
There are several differences in the way 
incentives affected the enhancement of 
performance among workers in Jordanian 
public and private hospitals, and disparity in 
the degree of impact of the how many people 
the incentives system includes on the 
performance of workers in public and private 
hospitals in Jordan, There are several 
dlifferences in the way incentives affected the 
enhancement of performance among workers 
in Jondanian public and private hospitals. The 
results of the study also. indicated that 
individual financial and moral incentives have 
4 positive impact on the performance of 
‘workers in public and private hospitals in the 
‘middle region of Jordan. 








‘Study by (AI Shiai, 2001) 

The Impact of Incentive of Job Satisfaction — 
‘A Study on the tendency of employees in the 
‘Administrative Units in the Sultanate of 
Om 
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The study aimed to identify the incentive 
system currently employed in the Sultanate of 
‘Oman, and their consisteney with the job 
status, and study it, and identifying the other 
incentives thatthe employees wish to obtain, 
and the various technologies for all 
administrative levels, by studying the 
theoretical and applicable aspects of the 
incentives. The study community included all, 
the emplayses in the administrative units in 
the Sultanate of Oman, and a sample was 
‘chosen for the study from the employees at 
various job levels stipulated in the Service 
Law. The study concluded that the major 
There is a medium level of disparity reganding 
the financial incentives in the Public Service 
Law. There is a high degree of satisfaction 
regarding the moral incentives, The study 
recommends the following 





<The importance of reconsidering the 
incentives relevant to the salaries of 
government employees. 

-Work on undertaking various trsining courses 
and linking their outcomes with the relevant 
incentives scales. 

-Work on sustaining incentives. 

-Identiy the individual and group incentives 
‘0 job satisfaction, 


A Study by (AI Suheimat, 2002) 
“The Efficiency of the Incentives System of 
‘he Government and Private Sectors in Jordan, 
the status of several Government and Private 
‘organizations in the Govemnorate of Karak for 
the period 1990-2002 


The study aimed of to identify the weaknesses 
and shortcomings of the incentives systems 
applied in the various administrations in 
Jordan, and how efficient they are, and how 
they affect performance and the enhancement 
‘of productivity, The results were as follows 
First, There are differences of statistical 
significance inthe priritizing the weakness of 
the work incentives and the degree of job 
faction among the study sample towand 
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this, as was previously mentioned in 
descending order: 
Financial and mor 





incentives, the degree of 
satisiction about these were fom medium to 
weak. 

Job relation incentives, the degree of 
satisfaction about them was from medium to 
weak. 

Administrative and 
cnvironment incentives, the degree of 
satisfiction about them was from medium to 


location work 


weak. 
Whereas the degree of satisfaction regarding 
incentives relevant to the nature ofthe work, 
and its contents, was high, 


Second: There are statistically. significant 
dlferences inthe replies of the study sample 
‘regarding the dimensions ofthe incentives and 
their eficieney are attributed 10 the work 
sector variable (government, public 

nizations, private organization), compared 
tocach other, whereby the advantages were for 
the government sector, Third: there isa 
positive relationship between the interests of 
the sample in financial incentives, and the 
increase in the growth and development of 
society. The relationship was obvious from the 
status ofthe financial incentives that came in 
firs place. 





The study recommended the following: set a 
imnified comprehensive salary system for 
‘workers in all private and public sectors 
consistent with the requirements of ensuring a 
dignified lite 

“Enhance the umbrella of the Civil Service 
Bureau to include all the various work sectors 
in the public and private sector, to include a 
flexible and comprehensive incentives system 
that inchudes all kinds of incentives based on 
lear and accurate erteria and basics through 
which the incentives are granted objectively 
based on performance. 


‘A Study by (Halaseh, 2006) 
The tendency of managers towards effective 
leadership taining programs in Jordanian 


ministries during the period (2004-2008): 
Analytical Stay” 





This study aimed to identify the managers 
tendencies towards the efficacy of leadership 
Programs in Jordanian ministries, The study 
reached the following results: 


There is a statistically significant relationship 
between the components of training program 
and the efficacy of these programs. There is a 
difference in the tendency of ‘managers 
towards taining program based on the 
variables of age, educational qualification, the 
administrative level, and the number of years 
of professional experience 


STATISTICAL ANALYSIS. 
‘Sample's Characteristics 
1) Gender 

TABLE 1 


Results of the sample's individuals’ 
distribution according to the gender 








‘Gender TT 
Wile 8 7E0% 
Female 2 220% 


Teta 10 10.0% 


We notice the 78% of the sample are males. 


2) Age 
TABLE2 
Result of the sample's individuals’ 
distribution according 
to the age variable 


ge Frequency Percentage 
Lessthan2Syeas (99 co 
25,94 yeas, a 41% 
35 ~44 yoats 0 10% 
4S yoarsandmore 10 10% 


Total 100 100% 





We notice that 41 % of the sample is of age 
25-31 and 39% are under 25 years old, The 
rest are over 35, 


3) Educational Qualification 


TABLES 
Results of the sample's individual's 
‘distribution according to the 


‘educational qualification 
Taucationl 





cactonel Frequency Percentage 
High Schoo os 

Mile dpm 2 210% 
Bact 6 760% 
Higher Edscaon a 30% 


Tota 00 00% 





We notice that 76% carry a bachelor's degre, 
followed by the middle diploma caries which 
show thatthe highest percentage ofthe sample 
are university degrees cartier. 


4) Management Level 


TABLE 4 
Results of the distribution of the 





‘sample individuals based on 
‘management level variable 

Career Level Frequency Percentage 

Executive Managenert 58 sam 

Mile Management 5 35% 

ig Management 7 ™% 

To 00 100% 


We have noted that SI%G of the sample FoF 


the executive management level, fllowed by 


the middle management and then the higher 
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5) Professional Experience 


TABLES 
Results of the sample distribution 
according to the experience variable 





Experience Frequency Perce 
Tes han 7008 3 2% 
5--10years 5 15% 
11-15 yeas 16 16% 
16-20 yous 6 6% 
Wore than 20 yours 

Teta 100 00% 


We noted that 33% of the sample have less 
than 5 years experience and 16% have 
between 11-18. years, whereas 45% have 
between S10 years and the rest have more 
than 15 yeas of experienc, 






STUDY RESULTS. 
The median and standard deviation forthe 
answers was calculated as shown below: 


We notice that the sample's orientations 
regarding the paragraphs above are positive 
since their mean value is greater than the 
average measurement tool which is 3 


RESULTS’ DISCUSSION 
Results of statistical analysis of the data 
indicated that the sample companies apply 
strategies to recruit staff based on multiple 
sources and methods of recruitment, thereby, 
helping to atract the best applicants, where the 
mean of using intemal sources amounted to 
437 and 4.42 for using extemal sources, and 
this means the prove of the first hypothesis 
which is 
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Table 6 
The median and standard deviation for the study 
Paragraph Standard ean 
Foie 
The company uses intmna tng poly fr peopl wth educatonal and potssonl competes, a 
pido deelepng unique eons fees day 
The aneurin wich dep he ay spitanorstis ice chia 
elec, 
Creve expcence ea ay factor in Nrnghe company prsona osesra 44200 
hteacing 
The campary is based on he alent on attacing and choosing human resoucesthatare alate 0.69595 4.4100, 
pis te corpany/s goals 
he eonpary based onolowrg competent beard ware on employing such competences, 07166145400, 
flotation 
“Ie cormpany tops conponsaton plc based on tapas cortle by knowlege. asks 4.1000 
‘The managemen is inereted in org create empioyesfnaciancentves. esr 40500 
‘The company ols pesomel goed nancial incentives nine wh he pefomance vel 758 40800 
ring 
‘he company ecaurapes ig maha at echances set eachig osss7 39800 
0. gare he employees re always 2dr canrueus taming, c7eeso 42800 
1 The company ada al quay maraperet inthe rar plans. bass $0200 
2 The rang couses lhe company has moder echrelogy based on sl study laconic ars 42400 
faring, 
2. The ring plansinhe company ae bacad on nacton between employees oanhacette 7583840800 
frowlesoe 
hpoining 
Employee’ apponimen isbased on exoferce and campaeris athave ale increaing2 0757120 4.0800 
mete advantage. 
Seng employment ples thal ar rela he company’s gals has ala in cetng @ osiss70 43700 
meetin advantage 
6: Parade sis elated a ing needs are uneakan bythe company fede ailhese ss2220 4.0900 
uation 
7. Pere eval forthe personnal paformance hae ale obtain acompeltveatvatage, 0.701800 41800, 
8 Advising the apne rearing fe evauiton reels has ace m bang ecompetive orm 45100 
riage. 
9 Ling te evaluation results to aoe progress results asain caing a campatve o7aseso 42800 
riage. 
Ling the evan wih te paomance and incanveshasarlaincbsingacompebive 0.720270 38200, 
riage. 
. Peri potomance evaluation based on spare furdatons has ao in bring a oer 33100 
mgelive advantage 
fe Seting and exeeving noi increrenis system has aoein obtaring a competive 
riage. 
Contruoisinproveretforihe increments system ard teelis tom treating has aein OSE 8800, 
lang acampativeadvarage. 
4 Isutng be alc fhe ncreents by paride ste system ha lin ctaing & 715860 42800 
meetive advantage. 
5. The eneloyee's knowledge wi the grounds ot aruss has ale in baring a cmpetve 886570 4.0000 
riage. 
Promaing he employee based ont foundations has a role in obaing acompeline «068349042400, 
riage 
Mora increments (ter of appeal, marl suppor. have ale incising acompetine «0.768030 4.0500, 
riage. 
ompaive Advantage 
Theis a noladineeas in the company's sls. pesseo 43000 
The eorgany's matt shares grontng 780350 4.0900 
The company knw or high ualy rods eso 42700 
1. The conpany responds the leceloica developers 7s00s0 4.1100 











There is statistically significant relationship 
between recruitment strategy and attracting 
best applicants”. Also, the results showed that 
‘questions 14 and 15 where devoted to the 
importance of skills, competencies and 
‘experience in order to enable the staf to 
achieve competitive advantage, and this means 
the prove of the second hypothesis which is 

There is statistically relationship between the 
availability of talent, competencies and 
‘qualifications in the recruited employees and 
achieving competitive advantage”. 








In onder to develop the employees 
performance and behavior, most of the sample 
‘companies, engaged in training as a tool for 
developing the performance and behavior of 
the employees, where questions from No. 9 19 
No. 13 where devoted to the training activity. 
The mean for these questions amounted 9 
4.118 and standard deviation of 0.757 which 
‘means approve the third hypothesis which is 
There is statistically relationship between 
‘mining programs and methods, and 
‘employee's development to create competitive 
advantage”. Also, the fourth hypothesis was in 
the ease of prove, where the lowest mean was 
for question No. 23 (3.89), which is greater 
than the average measurement tool which is 3 





Therefore, we can sty that organizations can 
achieve competitive advantage through the 
staff that are talented and have appropriate 
sills and experiences, 


RECOMMENDATIONS 
The researchers present the following 
recommendations: companies must focus on 
improving the methods used by them to recruit 
candidates. And they have to stop using 
recruitment methods which allow intervention 
‘of nepotism and cranyism in the employment 
process, such as newspaper advertising. Also, 
‘companies must view employees training as & 
‘way to enhance the employees’ abilities and 
improve performance and enable them to 
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provide new ideas that may differentiate their 
‘organization from rivals 
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‘APPENDIX A 


Research Questionnaire 


Part One: Demographic and Career 
‘Characteristics: Please put (¥) where 





Bachelors Degree (Bs) 
Higher Management Middle Management 


Management Level: 


High Schoo! o less 


Male Female 
Less than 25. 2534 years 
35-44 years 48 and more 


Midale Diploma 
Higher Education 


Executive Management 


Professional Experience: 
u 


Less than S years 





5 years 





= 10 years 
16 ~20 years 


More than 20 years 


Part two: Please put (x) in the box of the closest answer in your ently: 








Sonal 
aoe Strom) sree Neutrar DSHBRE 
Paragraph yAgree ‘Meret Neutral Disagre 
Choice 


1. The company uses ata hiking policy for 
people wih educational and professional 
Eompetencis, in adtion to developing 
unig etfons, 


2. The company’s pli embosis carer 
Security which deepens the loyalty spirit 
fmvongst is employees, 





3. Creative experience ia hey fetorin ing 
the company’s personnel 
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The sompany fe based onthe tempt on 
atreting and choosing human esouees that 
ac able o accomplish the company's pels 


5. The company is based on following 
competent abor and works on employing 
Such competencies 


Motivation 


6. The company adapts compensation plicy 
based on that pay is contlled by knowledge 


7. The management is incerested in ofeing 
creative employers financial incentives 


The company ofr is personnel good 
financial incentives in ine withthe 
performance eve 


Training 


9. The company encourages taining methods 
that enhances self teaching 


10. tn gence tbe employees ae always 
ready for continuous ering. 


1H. The company adapts ota quality 
management in the ining plans, 


TE The Waning courses rhe company Tas 
modem technology based on sll study 
electronic lumning, 


13. The waning plans in the company ate 
asd on iteration between employees to 
enfunce thei knowledge 


Appointing: 


1H. Employees appointments hase on 
experience and competencies tat have a role 
in creating compettive advantage 


15, Seting employment policies that are 
related tothe company’s goals has ale in 
ereating competitive advantage 


16, Petiodic sts related to hiring noes re 
undertaken by the company inorder ofl 
these nes. 


Evaluation 
17. Povo evaluation forthe personnels 
performance has roe in obtaining a 


ompestive advantage 


1 Advising the employees regarding the 
valuation resus has ole in obtaining 








3s 
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TampaTINS aa 


19, Linking the evaluation resus to carer 
progress results hus aoe in obaning a 
ompettve advantage 


20, Linking the evaluation with the 
performance and incentives asa vole in 
Shining a competitive advantage 





21, Petiodic performance evaluation based on 
‘ppt fundaons has a ole in obtaining 
scompestve advantage 


Setting salaries, bonuses and Incentives: 


2, Sting and exceuting an ficient 
increments system has aoe in obtaining a 


ompestive advantage 


23, Continuous improvement forthe 
increments system and benef fm tne to 
time hs a role in obtaining a competitive 
advantage 


24. Insuring he balance ofthe increments by 
periodic dis sytem has olen obaiing 
competitive advantage 





FE Ths enpioyees row edge wie 
sounds of bonuses has role in obuining 8 
ompettive advantage 


26. Promoting the employee based on ft 
fundatons has a ole in obtaining 8 


competitive advantage 


27, Moral increments ters of appreciation, 
‘moal support) ave aol in obtaining a 
competitive advantage 





Part three: Competitive Advantage: 
Please put (7) in the box ofthe closest answer in your entity 








Sirongly 
Agree 


Sirongly 


Paragraph aoa 


Agree Neutral] Disagree 





T There ea noted 
Increase in the 
company's sles. 





2 The companys market 
share s rowing 























3 The company known 
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Torfigh quay products 








“E The company responds 
tothe technological 
development. 
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ABSTRACT 


Itis important for clothing retalers to be aware of customer complaint behaviour, and to take 
‘such complaints seriously when they occur, since service failures within the highly 
competitive clothing retail industry are inevitable. Given that the resolution of a customer 
‘complaint is critical, in order to restore customer satisfaction, retailers are providing 
customers with a variety of complaint channels, such as online complaining. Due to the 
limited literature and research available, the purpose of this study was to determine the 
interrelationships between the constructs attitude towards complaining, service failure 
‘severity, online complaint intention, and the strength of service recovery expectation. Non: 
‘probability sampling — in the form of quota and convenience sampling - was used to collect 
the data from 397 clothing retail customers residing in Gauteng. Results of the structural 
‘equation modelling indicate that respondents’ perceptions of the severity of the service 
failure experienced significantly and positively influence their strength of service recovery 
‘expectations, while no further significant positive influences were uncovered between any of 
the other constructs, including online complaint intention, as hypothesised in the proposed 
model forthe study. 


Keywords: Clothing retailers; attitude towards complaining: service failure; service 
recovery; service failure severity: online complaint intention; strength of 
ssorvice recovery expectation 











Globalisation, together with increasing because of the undifferentiated nature of 
competition, has exerted pressure on retailers merchandise offered, as well as the increasing 
to hecome more customer-orintated (Porbes, number of competing retilers (Gazquez- 
Kelley & Hoffman, 2005-280; Hansen, Wilke Abad, De Canniére & —Martinez-Lones, 
& Zaichkowsky, 2010:6). More retailers are, __2011:166; Vesel & Zakbar, 2010:1338), 
therefore, trying to distinguish their offerings 

by means of providing improved services to Unfortunately, due tothe innate 


their customers, since it is becoming ever more unpredictability of services, the occurrence of| 
difficult to create a competitive advantage, service failures has become inevitable 


(Hoffinan & Bateson, 2006-361; Litle & 
Marandi, 2003:155). Service failures occur 
‘whenever customer expectations afe not met 
(Bateson & Hoflinan, 2011:352), These 
incidents could vary in seriousness, with some 
service failures being perceived as minor 
imitations, while others may be viewed as 
serious problems that could have a profound 
cffect on customer complaint behaviour 
(McQuilken & Robertson, 2011:953,955), 


Consequently, service failure severity has a 
significant influence on customers’ atitudes 
towards complaining and complaint 
‘behaviours, It important for organisations to 
afford customers the opportunity to complain — 
Whenever a service failure occurs, since, 
depending on the severity. thereof, service 
failures could lead to dissatisfaction, ne 
word-of:mouth, anger and resealment on the 
part of customers, customers switching 10 
competitors, or even retaliation (Bateson & 
Hoffman, 2011-352; Tsarenko &  Toji, 
2011:382), 








For retailers to re-establish the balance in their 
relationships with customers following a 
service failure, they must execute service 
recovery (Smith, Bolton & — Wagner, 
1999:356), Since customers generally have 
high recovery expectations when they 
ultimately decide to complain (Wilson, 
Zeithaml, Bitner & Gremler, 2012346). 
recovery efforts should be equally strong and 
fective relative tothe severity of the service 
failure, thereby providing an adequate gain to 
cover the loss (Smith et al, 1999:360). By 
roviding service resavery, organisations 
attempt to restore customer satisfaction and re- 
‘establish the relationship with the customer 
(Bateson & Hoffman, 2011:382; Lovelock & 
Wirtz, 2011376) 





Although extensive research has heen 
“undertaken with respect customer complaint 
‘behaviour, a small number of researchers have 
studied the variety of complaint channel 
choices made possible by the arrival of the 
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Intemet (Cho, Im, Hiltz & Fjermestad 
2002:318; Lee & Cude, 2012-91), Results 
peviaining to online complaint behaviour are, 
therefore, inconclusive as online complaint 
behaviour has received limited attention and 
an indepth understanding of customers’ 
‘online complaint intention is sil lacking 
(Zauge, 20092) 


Given that customer complaint behaviour and 
the subsequent resolution of « complaint play 
such a critical ole in customers 

retention, retailer are increasingly expanding 
their customers’ opportunities to complain, by 
offering innovative channels to voice their 
complaints, such a5 online complaining 
(Robertson, 2012:146). Knowledge concerning 
retail customers’ online complaint behaviour 
Would enable retail managers 19 develop 
strategies 10 deliver the expected. service 
recovery efforts, anid to thereby increase retail 
‘customers’ satisfaction and subsequent 
retention afer experiencing a service failure 


isfaction and 





This study specifically focuses on in-store 
cemployse-related service failures experienced 
by clothing retail customers, in order to 
determine the effect thereof on customers’ 
‘online complaint intentions, 


LITERATURE BACKGROUND 


Customer complaint behaviour 
Singh (1986-94) defines customer complaint 
behaviour asa variety of behavioural and non 
behavioural responses, which are activated by 
feelings of perceived dissatisfaction rei 

4 purchase incident, MeColl-Kennedy and 
Sparks (2003-282), furthermore, explain that 
‘when customers experience negative emotions 
after a service failure, they react by engaging 
in compint behaviour, 





‘Customers’ complaint action canbe 
categorised into three response behaviours, 
namely: 19 take public action by means of 
voicing their complaint directly tthe 
‘organisation, or toa third party; to take private 
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action inthe form of negative word-of-mouth, 
‘oF by switching to a competitor; or finally by 
taking no action at all (Bateson & Hoftina 
2011:360-361; Lovelock & Wir, 2011:372- 
373), 





(Of concer to organisations should be that 
only as few as five to ten per cent of 
‘customers, who are dissatisfied witha service, 
take the trouble to complain to organisations 
(fax, Brown & Chandrashekaran, 1998:77). 
The majority of dissatisfied customers choose 
to rather take other actions wien dissatisfied 
with a service, which could have a more 
damaging effet in the long-term (Stephens & 
Gunner, 1998:172). It is, therefore, essential 
that organisations form a greater 
understanding of complaint 
‘behaviour. 


‘According to Halstead and Drage (1991:21 
215), itis important to specifically study the 
impact of attitudes on customer complaint 
‘behaviour, because attitudes related 10 the 
actual action of complaining have a stronger 
link to complaining behaviours than general 
atitudes towards an organisation, 


Altitude towards complaining and 
complaint intentions 

The literature pertaining to psychology and 
‘customer behaviour has accepted the strong 
correlation between customer behaviour and 
atitudes, and hat 
‘complaining is relevant in understanding 
customer complaint behaviour (Richins, 
1982:502), It is) contended that atinde 
towards complaining, whether positive or 
‘negative (Yuksel, Kline & Yuksel, 2006:22) 
plays a significant role in forecasting 
‘complaint behaviour of dissatisfied customers 
(Body & Grace, 2007-579), 


atitude towards 


Customers’ attitudes toward complaining, and 
the probability of achieving a successful 
‘outcome through complaining, have therefore, 
been the main focus of research relating 10 
customercomplaint behaviour (Velizquez 








Contr, Saura, & Blasco, 2006496), Research 
results by De Matos, Rossi, Veiga and Veira 
(2009:417), and those of Kim and Chen 
(2010:96), for example, indicate that the 
‘expected benefits resulting from complaint, 
‘complaint convenience and attitude towards 
‘complaining have a direct effect on the 
likelihood of customers complaining. 





These findings are supported by Kim and Boo 
(2011:217), who found that attitude towards 
‘complaining and customers’ prior complaint 
‘experience were the most prominent factors 
affecting the extent to which customers are 
likely to complain. Studying customers 
attitudes towards complaining is, therefore, 
felevant as this is one of the most significant 
determining factors of complaint behaviour 
imentions (Bodey & Grace, 2007:580; Singh, 
19892334; Velizquez, Blasco, Saura, & Conti, 
2010:540). 














Online customer complaint behaviour 
Customers need to know how — and to whom — 
they can complain as their tendency to 
‘complain decreases when they are unsure of 
suitable complaint channels (Ford, Scheflian 
& Weiskopf, 2004:131), Robertson (2012:146) 
agrees, and slates that customer satisfaction 
will increase when organisations offer efficient 
complaint fi Robertson 
(2012:146) i, furthermore, of the opinion that 
research pertaining to the communication 
medium (for example, letter, fax, e-mail or 
telephone), which customers prefer in the 
process of voicing their complains, is an 
aspect not studied fo the extent needed within 
the field of customer complaint behaviour 
literature. This information is vil, as 
‘customers’ complaint channel choices impact 
their evaluation of the recovery process 
following a service failure (Mattila & Mount, 
20083:142). 








jon channels 


Technology has made a variety of complaint 
‘channels available to dissatisfied customers in 
the form of e-mails, blogs, web-forms and 





online forums (Robertson, 2012:149). ‘The 
Intermet is, therefore, fast becoming a platform 
for unhappy customers to vent their 
dissatisfaction (Lovelock & Wirtz, 2011:373). 
However, there appears to be uncertainty 
regarding customers’ fecling towards e- 
complaining, and whether value is added 
during online complining (Zauge, 2006:l). 
This view is supported when considering that 
previous research indicate that customers 
‘typically reffain from using online complaint 
channels (Robertson, 2012:149) as they prefer 
‘complaining face-o-face (Walker, Craig-Lecs, 
Hecker & Francis, 2002:103). This preference 
is based on th belief that an instant solution to 
problems would be obtained in a face-to-face 
situation Zaugg, 2006:5) This study will thus 
‘consider clothing customers’ intentions 9 
‘complain online. 


Service failures and the severity of 
‘service failures 

[A sorvice fuilure refers to a breakdown in 
service delivery, which often results in 
customer dissatisfction (Singhal, Krishna & 
Lazarus, 2013:192; Suib, Greene, Rho & Qi 
2013:192), Service failures vary in severity; 
some service failures are minor initations, 
‘while others are major stressors that ean have @ 
profound effect on customer complaint 
‘behaviour (McQuilken, McDonald & Vocino, 
201342; McQuilken & Robertson, 
2011:953,95), 


Consequently, service filure severity has a 
significant influence on customers’ atitudes 
toward complaining and voicing behaviours. 
Findings by Singh and Wilkes (1996-363) 
indicate that the effect on attitude towards 
complaining and voicing behaviours is more 
influential in a lave service failure severity and 
dissatisfaction level than that of a high service 
failure severity level, Singh and Wilkes 
(1996:362) further declare that customers’ 
voicing behaviour increases when service 
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failure severity and customer dissatisfaction 


‘Weun, Beatty and Jones (2004:135) stress that 
service failure severity significantly impacts a 
‘customer's evaluation of an organisation after 
the occurence of a service failure. It is, 
therefore, vital for organisations to implement 
effective complaint-management systems, in 
‘order to address service failures since effective 
‘complaint channels have a postive impact on 
customer satisfaction (Strauss & Hill, 
200163), 


Service recovery 
Customers experience a loss during a service 
failure which could be in the form of an 
economic loss of a sacial-resource loss (Yi & 
Lee, 2005:3). Organisations’ response to 
restore the loss that customers experience is 
referred to as service recovery, more formally 
defined as the systematic action taken by 
‘organisations t correcta service failure — with 
the objective of reducing the possible negative 
eflects of service failures, and to retain 
customers by preventing future failures 
(Lovelock & Wirt, 2011:376; Sub et al., 
2013:192; Wilbon et al, 2012:340), Effective 
service recovery would thus identify and 





resolve problems, avoid 
dissatisfaction, and promote customer 
complaints (Komunda & — Osarenkhoe, 
2012386), 





For organisations to re-establish the balance in 
relationships following service failure, they 
must execute service recovery actions relative 
to the type of service failure — thereby 
Providing an adoquate gain to cover the loss 
(Smith et al, 1999-360; Yi & Lee, 2005:6), 
Service recovery levels should, accordingly, 
differ depending on the service failure severity 
and every situation should receive customised 
recovery efforts (Tyrrell & Woods, 2004:188), 
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The service recovery efforts that organisations 
offer fllowing a service failure could include 
presenting an economic resource, such as 
offering a discount, coupons, or free upgrades, 
‘offering restoration in the form of presenting 
the customer with a new product, comeing 
the product, or delivering a substitute product, 
for simply offering an apology, or explaining 
why the service failure occurred (Bateson & 
Hoffman, 2011:368, Lin, Wang & Chang, 
2011: S11; Lovelock & Wirtz, 2011372), 


Strength of service recovery 
expectation 

Service recovery expectation as defined by 
Haris, Grewal, Mohr and Berhardt 
(2006:427), refers to dhe manner in which the 
‘customer believes the service failure should be 
resolved. Since some customers have a strong 
reaction to service failures, the recovery 
fons of the organisation should be equally 
strong and effective (Smith eta, 1999:386). It 
is thus important to first take the mature of the 
service fue into account, in order to 
determine the correct level of service recovery 
cffors that would be required in such a 
situation (Yi & Lee, 2005:14). 








Service recovery strategies can, therefor, 
difer considerably in strength, and its likely 
that those customers who take the time and 
cffort to complain, generally have high (or 
strong) recovery expectations (Wilson et al 
2012346), It is thus not surprising that a 
positive correlation exists between complaint 
intention and the amount at stake, thereby 
indicating that complaint intention increases as 
the amount at stake (forthe purpose of this 
study, the strength of service recovery 
expected) increases (Gronhaug & Gilly, 
1991:177), 





Research findings by Priluck and Lala 
(2009:53) indicate that a weak service 
recovery lowers the orginal levels of customer 
satisfaction, while a moderate or strong 
recovery reinstates customers’ original level of 


satisfaction. Priluck and Lala (2009:53), 
‘consequently conclude that any recovery effort 
beyond a moderate recovery elfort does not 
regain any more than the original level of 
‘customer satisfaction. 


However, Yi and Lee's (2005:13) research 
findings seem to disagree with this view. They 
found that organisations’ performing a strong 
recovery effort can never be overstated, seeing 
that 70% of customers provided with « strong 
recovery indicated that their repurchase 
intention remains, of that they would spread 
Positive word-of'mouth of the service 
‘organisation, weighed against the 30% of 
‘customers who received a low recovery level, 
saying they would do the same. This view is 
supported by research findings indicating that 
feustomers’ strength of service recovery 





‘expectations is positively influenced by 
‘customers’ service failure severity perceptions 
(Lovelock — & Wirz, 2011:377,380; 
“MeQuilken, 2010:218; Weun eta, 2004:139). 


Hypotheses and model development 
Several empirical stuies have identified a 
Positive relationship between attitudes and 
intentions (Richins, 1982:50S; Singh, 
19892334; Velazquez et al, 2010:540) 
According to Bodey and Grace (2007-580), a 
‘customer's attitude towards complaining has 
substantial value in predicting customer 
‘complaint behaviour. Therefore, it i no 
surprise that attitude towards complaining is 
found to be one of the most significant 
determining factors of complaint behaviour 
imteations (Bodey & Grace, 2007-580; De 
Matos et al, 2009:471; Kim & Boo, 2011:217; 
Singh, 1989:334; Velizquer et al, 20102540) 
as customers with a positive attitude towards 
‘complaining are more likely 10 complain — 
despite their level of satisfaction (De Matos et 
al, 20095417). Therefore, Hy is formulated 
Auitude towards complaining has a significant 
positive influence on online complaint 











The interrelationship between service failure 
severity and customer complain intention has 
‘been established (De Matos etal, 2009:470). 
Richins (1983:76) explains that service failure 
severity hasan influential impact on the effort 
‘of caislomers to respond to dissatisfaction. 
Singh and Wilkes (1996362) agree that 
‘customers’ voicing behaviour increases when 
service failure severity and customer 
lisstisfaction increase, while MeQuilken and 
Robertson (2011:955) assert that a minor 
service failure can discourage customers from 
voicing their negative experiences. 
Consequently, the gretter the severity of 
service failure, the more likely will be 
‘customers’ intentions to complain (De Matos 
& Leis, 2013:333; Levesque & McDougal 
2000:21). Zauge (2008-222), furthermore, 
affirms that in the case of severe service 
failures, customers’ intentions. to complain 
online are higher. Therefore, Hs is formulated: 
Service failure severity has a significant 
positive influence on online complaint 





Wilson ct al (2012:346) state that when 
customers ultimately decide to lodge a 
complaint after an unsatisfactory service 
experience, they generally have high service 
recovery expectations. Gronhaug. and Gilly 
(1991:177) found that customers’ complaint 
intentions increase as the strength of service 
recovery expectation increases. Therefore, Hy 
is formulated: Online complains intention has 
«significant postive influence onthe strength 
of service recovery expected, 


Some customers are more likely to complain, 
as they believe that a positive outcome could 
‘occur, whilst other customers refain from 
taking any action, as they hold the opposite 
belief (Wilson et al, 2012347), As a result, 
customers choose 9 complain in order 10 
recover their economic loss through a refund, 
‘compensation or additional product or services 
fas potential service recovery strategies 
(Lovelock & Witz, 2011:373), Iti, therefore, 
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lear that outcome and process elements play @ 
vital role in the formation of customers 
attitude towards complaining (Andreassen. & 
Sureukens, 2013:18). ‘These outcome and 
Process elements can differ considerably in 
strength, and it is likely that customers who 
take the time and effort to complain generally 
have high (or strong) service recovery 
‘expectations (Wilson et al, 2012:346) 
Therefore, Hs is formulated: Ariude towards 
‘complaining has a significant positive 
influence on she strength of service recovery 
expected. 





As the perceived severity of service failures 
vary, customers’ expectations relating to 
service recovery fluctuate accordingly (Betts, 
Wood & Tadisina, 2011:367). The more 
severe a service failure, the larger the 
customer's apparent loss would be (Weun et 
all, 2004:13). Smith et al, (1999:360) and 
Walster etal (1973:174) explain that as soon. 
as a service failure arises, the relationship 
between the customer and the organisation is 
thrown out of balance, as the costs extend 
beyond the benefits experienced by the 





For organisations to re-establish the balance in 
relationships, they must execute service 
recovery relative tothe typeof sevice failure, 
thereby providing an adequate gain to cover 
the loss (Smith etal, 1999360), The findings 
by Smith et al (1999386) suggest shat 
ceustomers expect service recovery 10 be 
csuivalent to the type of service failure 
experienced. Vi and Lee (200S:6) agree that 
‘organisations should present customers with & 
gain or recovery to cover the loss customers 
have experienced. AS a result, the service 
recovery expect 

during & minor service flue than they would 
be in the ease ofa major service failure where 
the damage in terms of time, effort, 
annoyance, or aniety was larger (Lovelock & 
Wirz, 2011:377). This is an important factor 





ions of customers are less 





4 


to measure, as the literature indicates that 
service recovery levels (or the strength 
thereof) should. differ, depending on the 
service failure severity and every situation 
should receive customised recovery efforts 
accordingly (Tyrrell & Woods, 2004:188). 
Therefore, Hs is formulated: Service failure 
severity has a significant positive influence on 
the strength of service recovery expected 


The following online complaint intention and 
service recovery expectations model is 
proposed in Figure I, in order to ilustrate the 
hypothesised interelationships between the 


Online complaint intention and service recavery expectations 


PROBLEM STATEMENT AND 
RESEARCH OBJECTIVES 


Since service failures within the highly 
competitive clothing industry are 
inevitable, it is important for clothing retailers 
to be aware of customer complaint behaviour 
‘and complaint intention, and to react to 
complaints when they are received. Given that 
customer complaint behaviour and the 
subsequent resolution of a complaint play such 
8 critical role in customer satisfaction and 
retention, clothing retailers are increasingly 
expanding their customers’ opportunities 10 
complain — by offering innovative channels to 
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Despite the findings of previous studies, a 
‘number of researchers (Cho et al, 2002:318; 
Mattila & Wire, 2008:147; Tyrrell & Woods, 
2004185; Zauge, 2006, Zaugg, 2008-215) 
Ihave expressed the opinion that research 
pertaining to complaint channel choice and 
‘online complaining behaviour has not yet 
received sufficient attention by prictitioners 
and scholars. Knowledge concerning retail 
‘customers’ online complaint behaviour might 
enable retail managers to develop strategies to 
deliver customers’ expected service recovery 
clfors, and thereby increase customers" 
satisfaction and subsequent retention after 
‘experiencing a service failure. 


To the authors’ knowledge, no previous 
studies in the South Affican clothing retail 
cevironment have becn documented that focus 
‘on the interclationships between the various 
‘constrats concerning customer complaint 
‘behaviour. The primary objective of this study 
‘was thus to determine the interrelationship 
between customers’ attitudes toward 
complaining, service failure severity, online 
‘complaint intention and strength of service 
recovery expectation in the clothing retail 





In order to achieve the primary objective ofthe 
study, the following secondary objectives were 
formulate: 


"+ Measure the perceived service failure 
severity clothing retail 
‘experience when presented with fictional 
‘employce-related service failure scenario, 

“+ Measure the strength of service recovery 
‘expected by clothing eal customers after 
they have been presented with a fictional 
employce-rlated service failure scenario, 

|+ Measure the intention of clothing retail 
fcustomers to complain online when 
resented with a fictional employee 
related service failure scenario, 
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+ Determine whether interelationships exist, 
between the constructs, as presented in the 
proposed model forthe stad. 


METHOD 


Population and sample 
The study population for this study includes all 
those who are 18 years and older, residing in 
the Gauteng province of South Affica, who are 
‘customers in the clothing retail industry, and 
who have access to the Intemet. Gatteng 
province has been selected as the focus for this 
study, because this province, which is located 
‘on only 14 per cent of South Africa's land 
area, is responsible for over 348 per cent of 
South Aftia’s total GDP (SouthAltica info, 
2013), 








Gauteng is, furthermore, viewed as a prime 
retail hub’ in South Africa with rapid 
development taking place in the retail 
‘environment (Gauteng Province: Provincial 
Treasury, 2012:28) 





Since a sampling frame of sampling elements 
was not available, a two-stage non-probabilty 
sampling technique was employed to select the 
sample for the study. The study population 
was divided into quota, based upon gender, 
and these quotas were subsequently filled by 
using convenience sampling (Zikmund & 
Babin, 2010:424). The researchers decided on 
a sample size of 400 respondents, which falls 
within the parameters suggested by Malhotra 
(20102375), 





Questionnaire design 
The questionnaire commenced with two 
screening questions with the aim of identifying 
qualified prospective respondents, and to avoid 
those who do not qualify for inclasion in the 
study (Hair, Celsi, Ortinau & Bush, 2013-194), 
‘Only closed-ended questions were used in the 
‘questionnaire, as they are easy to answer, lead 
to lowered levels of interviewer bias, and 
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increase the ease of tabulation and analysis 
(Malhotra, Birks & Willis, 2012468, 


The questionnaire was divided into several 
sections, The first section was dedicated to 
respondents’ demographic information while a 
second section focused on respondents online 
Tbchaviour. ‘The remaining sections of the 
‘questionnaire measured the constructs of the 
study, as presented in Figure 1, using muli- 
item, unlabelled, Likert-type scale questions, 
‘upon which respondents had to indicate their 
level of agreement, with anchors 1 = strong 
disagree and $= strongly agree. ‘The 
‘questionnaire was compiled by adopting or 
adapting measuring scales found to be valid 
and reliable by other researchers, including 
(2006-22), Wang, Wu, Lin and 
Wang 2011:381), Grégoire, Tipp and Legoux 
(200930); Masham and Netemeyer (2002:69) 
Lin, Rodriquez and Rueda-Cantuche 
2005-7), Young, Hong and Heeseok 
(2009:121) and Gursey, MeCleary and Lepsito 
(2008:32), 





Yuksel et 








Apart from the attitude towards complaining 
‘constrict, respondents had to assess. the 
statements contained in the questionnaire, 
based on a fictional service failure scenario 
(Annexure A). The use of scenarios. is 
justifiable, as it decreases any bias from 
‘memory lapse and it eliminates problems, 
‘which occur during the observation and 
portrayal of service failure or recovery 
incidents in the Field (Smith etal, 1999:362) 


Data collection and pretesting 
The data were collected by means of a survey 
inthe form of selfadministred 
questionnaires. After pre-testing the 
questionnaire among. 30 respondents closely 
resembling members of the study population, 
the researchers interviewed the respondents in 
order to gain a first-hand understanding of any 
possible problems experienced with the 
questionnaire, Based on this feedback, a 
‘number of small adjustments were made to the 





‘questionnaire before fielding the final 
‘questionnaire among the study population 


Trmincd fieléworkers screened potential 
respondents by first asking them the two 
screening. questions, in order to ensure that 
they met the criteria for taking part in the 
study (they buy their own clothing: and they 
have access to the Intemet). When 
prospective respondent qualified, a 
fieldworker presented such respondents with a 
selEadminstered questionnaire, and collected 
the questionnires once they had been 
‘completed, 


Data analysis 
The SPSS statistical programme (SPSS Ine, 
2012) was used to capture and 
clean the data collected. The statistical 
analysis was, furthermore, executed by means 
‘of the SAS statistical programme (SAS Inc. 
version 93, 2011), Frequencies and 
descriptive statistics were calculated for the 
variables concerned, and overall mean scores 
were calculated forthe constructs ofthe study 
‘once the validity of the measurement scales 
had been confirmed and intemal consistency 
reliability was assessed 


version 21 





Structural equation modelling (SEM) was, 
furthermore, used to determine the 
hypothesised interelationships among the 
‘constructs of the study (Pallant, 2010:105). 
Multiple regression and factor 
techniques were used to evaluate the 
prominence of the independent variable, and to 
determine the overall fit of the model with the 
collected data (Pallant, 2010-108). The 
measurement model is assessed by means of 
several fit indices and a correlation matrix of 
the variables concermed is furthermore 
presented (Meyers, Gamnst & Guarino, 
2006:614). The relationship estimates between 
the variables in the model were determined by 
the use of the maximum likelihood estimation 
procedure (Meyers et al, 2006:614). SEM. 
predicted 





then evaluates how the 


interelationships bebween the variables match 
the intercltionships between the observed 
variables (Meyers etal, 2006:614). 


RESULTS 


Sample 
‘A total sample of 397 respondents was 
realised, with 47% male and $3% female 
participants. Concerning respondents’ age 
‘groups, 31% were between 18 and 26 years, 
23% between 27 and 35 years, 20% between 
36 and 47 years, 17% between 48 and 66 
years, and 99% were older than 66 years. The 
hhome language distribution of the respondents 
was English-speaking (41%), Affikaans 
(19%), Sotho (15%), Nguni (13% 
Venda’Tsongo (7%), and other groupings 
3%. 

















Construct validity 
The validity of the measurement 
(construct validity) measuring the constructs 
fof the study was determined by means of 
‘confirmatory factor analyses (CFAs). ‘The 
CPA conducted on the attitude towards 
complaining construct uncovered two factors 
‘under The first factor 
(propensity to complain) realised a Measure of. 
Sampling Adequacy (MSA) of 0.68, which is 
above the cutoff point of 0.5 (Hair, Black, 
Babin, Anderson & Tatham, 2010:93) and 
‘commonalities between 0.42 and (162. Four 
statements explain 54.319 
The results obtained for the second factor 
(sense of complaining) realised an MSA. of 
0.74, 

(045. Furthermore, the four statements explain 
54.53% of the variance 


the construct 





‘of the variance 





‘and commonalities between 0.63 and 
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The statements used to measure the online 
‘complaint intention construct were also 
subjected to a CPA, An MSA of 0.92. was 
realised with commonalities between 0.63 and 
OSI. Two factors were uncovered explaining 
73.56% of the variance. It was decided to 
eliminate the second factor (containing three 
items), because the first factor sufficiently 
measures online complaint intention, The 
results of the CFA for the remaining 
statements realised an MSA of 0.91, and 

ities between 0.64 and 0.81. One 
factor was confirmed that explained 71.12% of 
the variance 





The results of the CPA of the service filure 
severity construct realised an MSA. of 0.89, 
and commonalities between 0.33 and 0.66 
‘Only one factor was confirmed explaining 

The results of the 
CEA for the strength of the service recovery 
expectation construct realised an MSA of 0.82, 
and commonalities between 0.64 and 0.73. 
Only one factor was confirmed explaining 
69.77% of the variance. The validity of the 
measurement scales measuring the constructs 
fof the study was, therefore, confirmed — as 
described above. 


56.67% of the variance, 


Reliability 

The reliability of the measurement scales 
measuring the constructs of the study was 
assessed by calculating Cronbach's alpha 
values, inorder to uncover the intemal 
‘consistency relibilty of the measurement 
scales. Table 1 presents the Cronbach's alpha 
‘values for the measurement scales foreach of 
the construts ofthe study. 








TABLE 1 
Cronbach's alpha values and overall mean scores 
‘Cronbach e ‘wera 
‘Measurement saliConatuet, Sheed a anol 
‘ops copa fortes) ore 400 
‘Senseo eorplaring ures) on 374 
‘Ser are sevrt (eight ies) ost iar 
‘Stengin f seni recovery expected (ur ters) 053 4a 
nln cmglant nino seen des) oss 23 
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From the above table, it may be concluded that 
‘measurement scales measuring the constructs 
ofthe study ae reliable, since the Cronbach's, 
alpha values forall measurements exceed 0.7 
(air eta, 2013:118). 


From Table 1, it may, furthermore, be 
‘observed that the subsequent overall mean 
scores calculated for the consiructs of the 
study range from 3.43 for online-complaint 
intention to 4.44 for the strength of service 
recovery expected om a five-point scale. For all 
the constructs measured in the study fairly 
favourable overall mean scores were realised, 
Only two ofthe five constructs, namely sense 
‘of complaining and online complaint intention 
realised overall mean scores below 4 on the 
five-point seal. 


‘TESTING THE MODEL 


Based on the results of the CFA presented in 
the previous section, hypothesis Hy was 
refined to Hi, and Hy The reason for this 
‘being was to consider the influence ofboth the 
dimensions of atitude towards complaining 
(propensity 10 complain and sense of 
complaining), via online complaint intention, 
‘on the strength of service recovery expected. 
Hi was also refined to Ha, and Hin order to 
consider the direct influence of both the 


dimensions of attitude towards complaining 
(propensity 1 complain and sense of 
complaining) on the strength of service 
recovery expected. The model (Figure 1) was 
subsequently altered by the inclusion of the 
two dimensions of attitude towards 
complaining, and their subsequent 
hypothesised interrelationships with the other 
constructs in the model, before it was 
empirically tested 


The model was tested by means of Structural 
Equation Modelling (SEM)(Meyers et 
2006:585,590). The estimates of the 
Telatonships among the model's five latent 
‘constructs, namely, propensity to. complain, 
sense of complaining, service failure severity, 
‘online complaint intention and strength of 
service recovery expectation were caleulated 
The fit indices for the measurement model are 
subsequently presented in Table 2 





From Table 2, it can be observed thatthe af 
value of 3.002 is indicative of an adequate 
model fit, since the value is well below the 
suggested cutoff point of 5, as proposed by 
Wheaton et al (1977:99). The CFL value of 
10.890 is just below the cut-off point and the 
RMSEA value of 0.071 [0.066 ~ 0.076), 
indicates an acceptable overall fit for the 
‘model (Hoe, 2008:78. 
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TABLES 

Critical ratios and statistical significance of paths in the measurement model 
Paths ‘eave 

Fra To Gg Oana Coneant eTEan Ty ToS 2 

Sons of comparing > Onine complain (Hs) 2678 

Sonia fale sovery Onin crit ito Hs) 1582 

Propensity to complain + Seng f serie recover expectation (Hu) 8% 

Sorsa of conpaing > Stongh of sence recor expectation Ha) ons 

Sonia lure sovery + Seengh of src recovery expectation (i) S75 

nine conplirtnanon—Stengh of serice recor exgetaton (Hi) oes 








 Siatstcaly Sqnitant palue < 005 


SEM also determines the significance of the 
paths among the constructs, where a p-value of 
‘equal 0, oF less than, 0.05 is indicative of 








statistical significance (Ellis & Steyn, 
2003:S1). Table 3 presents the subsequent 
results 


‘The results in Table 3 reveal that only the ath 
petween service fuilure severity and the 
strength of service recovery expectation is 

ly significant. The strength of the 
significant path between these two variables is 
indicated by a standardised regression weight 
(8 weight) that ranges between -1 and 1 (Hoe, 
2008-79). In this instance a large effect (p- 
value $ 0.08 and B weight > 0.50 = 0.518) is 
observed. H, can therefore not be rejected 
hile the other hypotheses (His, His Hs, Hs 
H,, and H,,) can he rejected, since none ofthe 
hypothesised paths proved to be statistically 
significant, 





able 4 presents the corelation cocficients 
for pairs of variables in order to provide a 


numerical summary of the strength and 
direction of the linear relationships between 
these variables (Pallant, 2010:123). 


From Table 4 itis evident that a statistically 
significant exists between 
Propensity to complain and sense of 
complaining (large effect, r 2 0.5); service 
failure severity and propensity to complain 
(large effet, + 2 0.5) and service failure 
severity and sense of complaining (medium 
effect, 03) 


Fit indices only measure the average fit ofthe 
‘model tothe data, and although the general fit 
is good, the possibility could exist that the 
model has a bad fit in confined instances 
(Blusch, 2011:118). Fit indices should, 
therefore, be cautiously interpreted, as it could 
happen thatthe overall fit to the data may be 
acceptable, but some relationships in the 
model may not be supported by the data 
(Meyers etal, 2006:615}. 











TABLE 4 
Correlation coefficients of the paths 

Pathe ‘Centon Pale 

penal fo conglah = Sense of congag Tees =005 


‘Sen fale sever «+ Property carain 


Seni falure severity «+ Sans of camping 


ost 005 
ase <005 








>" Sisal aca Pree S005) 
+ Metium ef sion pace (r= 03) 
19 Lage elt sein pracon (r|=05) 
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Therefore, the possibilty of omiting a 
constrict increases in order to modify the 
‘model for a better fit (Kline, 201138). 
Schreiber, Stage, King, Nora and Barlow 
(2006330) also contend that models are often 
‘modified by researchers when the parameter 
cstimates are not statistically significant and 
subsequently to improve the model fit to the 
data, while caution has to be taken that the 








‘modification makes theoretical sense 


1k was shown in Table 4 tha lege significant 
correlations exist between propensity to 
complain, sense of complaining 
failure severity. It was, therefore, decided to 
retain these for further analysis. Furthermore, 
there were no significant paths linking online 
‘complaint intention with any other construct in 
the measurement model, Online complaint 
therefore, omitted. from the 


and service 





structural model 


Table 5 presents the fit indices for both 
‘measurement and structural models. Doing s0 
allows researchers to compat 

‘order to identify the model that best represen 
the observed data (Bagozzi & Yi, 201215). 


the models in 





Ie cam be seen in Table $ thatthe fit indices 
remain virally unchanged between the 
‘measurement model (with online complaint 


intention included) and the structural model 
(vith online complaint intention omitted) 
albeit a slight improvement in the fit of the 
structural model, The structural model fit 
indices represent an acceptable mode! fit with 
8 CEL value of 0.892 which is slighty higher 
than that of the measurement model, but still, 
very close tothe cutoff point of 0.90 (CFI = 
0.90), The RMSEA value of 0,076 (0.069 — 
(0.083) is somewhat higher than that of the 
measurement model (Hoe, 2008:78). The 
-x"/df value of 3.301 for the structural model 
indicates adequate model fit with a small 
increase visible over that of the measurement 
model 

The statistical significance and the strength of 
the paths between the 

furthermore, investigated. The results (not 
shown) indicate that only one path among the 
variables statistically significant, 
namely the path between service failure 
severity and the strength of service recovery 
expectation with a p-value < 0.05 The 
significant pat, 

severity and the strength of service recovery 
expectation furthermore exhibits a large effect 
(weight > 0.50 = 0.525) (Subr, 2006:5), 
slightly larger effect than the same path inthe 
measurement model (f weight > 0.50 = 0.518). 


variables were, 





proves 


between service failure 


TABLES 


‘A comparison of the fit indices between the 


‘measurement and structural models 
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TABLE 6 
Correlation coefficients of the paths of the structural model 
Pathe ‘Covrlaton Paaloe 
Propensity corglai'-» Sense of corplaning Tae <oe" 
Sentai sevesty + Popensty fo como ost 00s" 


Sonic ale sever Sense of complain 





ase 008" 





Sinica sca rave <0 
4 Medium eect size in practice (|= 03) 
+ Large fect sz in pace (r= 05) 








Table 6 presents the cortclation cosficents 
for pairs of variables considered in the 
structural model, indicating the strength and 
dletion of the linear relationship between 
‘these variables (Pallant, 2010:123), 





From Table 6 itis evident that a statistically 
significant between 
‘propensity 10 complain’ and 
complaining” large effect, ¢ 2 0.5); service 
failure severity and propensity to complain 
effect, r 2 0.5) and service failure 
severity and sense of complaining (medium 
effet, 0.3) forthe structural model. Based 
fon these findings, i is concluded that the 
structural model illstates an acceptable fit to 
the data, with at least one path significantly 
supported by the data obtained. 


correlation exis 
sense of 











CONCLUSION AND 
RECOMMENDATIONS 


From the results it can be seen that the 

respondents participating in this study have a 
ively favourable attitude towards 

complaining, as seen from the over 








scores ofthe constructs propensity to complain 
and sense of complaining. It could, therefore, 
be argued that clothing retail customers in 
‘general are very likely to seek redress after the 





‘occurrence of a service failure. It is thus 
important that clothing retailers ensure that all 
theit complaint channels are managed 
cffectively, in order 10 maintain their 
customers’ positive attitude towards 
complaining. 


Although online complaining is a convenient 
and beneficial complaint method (Holloway & 
Beatty, 2003-94), the literature suggests that 
‘customers prefer face-to-face complaint 
‘channels (Walker et al, 2002:103) and they 
‘ypically refrain from using online complaint 
‘channels (Robertson, 2012:149), as they would 
be more likely to gain an instant solution to 
their problem in a face-to-face situation 
(Zaugg, 2006-5). Customers’ unfavourable 
idea of technology-based complaining could 
also be ascribed t0 the low level of human 
interaction within an online environment 
(Holloway & Beaty, 2003:92), 


Various authors, therefore, agroe that online 
complaining will not replace traditional 
complaint channels, and that online 
complaining should rather sere as a 
‘complementary complaint channel (Tyrell & 
Woods, 2004:189; Van Dijk, Minoche & 
Laing, 2007:16; Zaugg, 2008:1). The findings 
from this study are aligned with these views, 
since the intention to complain online 
‘construct realised the lowest overall mean 
score of all the constructs measured in the 
study considering the particular scenario 
presented to respondents, 





should conduct in-depth research t0 
better understanding of customers’ intention 
formation, specifically regarding online 
‘complaint intention, It is recommended that 
clothing retailers gauge clothing retail 
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customers’ technology readiness and skills 
‘when planning online complaint channels. 
This would assist in determining customers’ 
readiness to adopt technology in the clothing 
retail context. 


The empirical results obtained from testing the 
‘measurement model proposed for the study 
indicate that the observed variables of this 
study, namely atitude towards complaining 
(propensity to complain and sense of 
complaining), service failure severity, online 
‘complaint intention and strength of service 
recovery expectation, effectively serve as 
‘multiple indicators of a smaller set of latent 
variables (constructs). The empirical results, 
furthermore, dictated that online complaint 
intention be removed from the model duc to 
the lic of statistical significance and adequate 
path strength of paths linking this construct 
‘with other constructs, as hypothesised and 
resented in the measurement model, This 
finding, therefore, supports the literature 
suggesting that customers still reffuin from 
‘using an online complaint channel ~ regardless 
fof the benefits that it offers (Robertson, 
2012:149; Zaugg, 20065). 





clothing retailers want to promote the online 
‘complaint channel among their customers, 
several strategies could be implemented. 
Clothing retailers should provide easy and 
accessible complaint links on their websites 
thome pages. They should communicate the 
‘benefits of online complaining by means of in- 
store advertising, such as fliers and posters to 
their customers 


Clothing retailers should also avoid complex 
procedures during the online complaint 
process. They should, furthermore, reply 
promptly to online complaints, confirm via e- 
‘mail thatthe complaint has been recived, and 
that feedback can be expected within a 
particular time frame. Query numbers could 


also be allocated to different complaints, in 
‘order to track the complaint, when needed, 


Clothing. retailers. should also ensure that 
‘online complaining is a fast and simple 
procedure. They should provide a personal 
touch to the experience by introducing the 
‘complaint manager, the customer-care team, 
and the relevant contact information to 
‘customers on their website. ‘The online 
‘complaint channel could be positioned as 
being more personal, thereby motivating 
‘customers to rather choose the online channel 


The results from this study, furthermore, 
indicate that the paths linking propensity to 
‘complain and the sense of complaining, with 
strength of service recovery expectation, also 
failed to present statistical significance and 
adequate path strength. However, the path 
linking service failure severity and the strength 
‘of service recovery expectation is significant 
and service failure severity has a positive 
influence (large effect) on the strength of 
service recovery expectation. This finding is 
aligned with the literature indicating that 
different service recovery levels should be 
applied to different service failure severity 
encounters (Tyrell & Woods, 2004:188). 


Finally, it is recommended that clothing 
retailers should provide the appropriate 
strength of service recovery for particular 
levels of service failure severity in order to 
reinforce and maintain customers’ positive 
attitude towards complaining. — Clothing 
retailers should also focus on developing and 
refining their service oferings, $0 as to 
‘enhance customers’ service experiences, and 
decrease the service fuilure severity levels. 
Clothing retailers can, furthermore, improve 
‘customers’ service experience by ensuring that 
service employees are friendly, courteous and 
helpful at all times. In addition, clothing, 
retailers should ensure services are delivered 


as promised ~ fist, effectively, and ina caring 


LIMITATIONS AND DIRECTIONS 
FOR FUTURE RESEARCH 


Limited research has been undertaken to 
‘measure online complaint intention in the 
clothing industry. Therefore, the 
literature presented in this article was largely 
drawn from research that focused on industries 
‘ther than the retail clothing industry. ‘The 
study involved a relatively small sample of the 
study population located in the Johannesburg 
‘metropolitan area of South Affica. ‘The 
representativeness of the sample could be 
improved inthe future, by including 
respondents from other metropolitan arees in 
South Affi. The research could similarly be 
fextended to include clothing ret 
in other countries. 








Future research could include requesting 
specific clothing retailers to participate in a 
research project. Such an endeavour would 
enable researchers to use the clothing retailer's 
‘customer database as a sampling fame, 19 
daw a more representative probability sample 
fiom the customer database, and to exercise 
‘more contol in the data-colleston process. 


Another dimension that could be added to the 
research is an extmination of clothing retail 
‘customers’ technology readiness and skills by 
‘using the Parasuraman’ Technology Readiness 
Index (TLI) (Parasuraman, 2000). The reason 
for this is that clothi 

exhibit higher levels of technology readiness 
and skills could perhaps be more willing 40 
‘complain online than those who are. less 
technologically inclined. The model, as 
proposed in this study, could possibly also 
realise a better fit, where clothing retail 
customers with high levels of technology 
readiness and sills are concerned. 


retail customers who 
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inmernet for complaining tothe 


ANNEXURE A 
Fictional service failure scenario 





When buying clothing with your bank card ata wellknown clothing retailer, you lea thatthe 
cashier i unable to process the transaction with your card. The eashicr calls her supervisor and 
the fact that your card has been declined is discussed between the two of them forall queuing 
‘nchind you to ear, You are referred to customer services without any explanation 


After waiting in the queue for quite while atthe customer services desk, the employee motions 
{you to come to the desk and mumbles: "What isthe problem?” Before you are able to explain 
{Your problem, the employce rudely demands to see your identification and bank card. Whilst 
looking very iitated, he stands up from his desk and disappears for a while. ARter a couple of 
‘minutes, he returns and rudely declares that he cannot rectify your problem, and advises you to 


contact your bank, without providing any further explanation 
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‘Research Matters is an introductory research 
tile aimed at undergraduate students and fills 
4 gap inthe market where no other publication 
addresses entry-level research or research 
basics on this level 


What sets this textbook apart from other 
research textbooks is that the writers aim to 
‘equip the inexperienced researcher with the 
necessary skills and confidence to tackle their 
ist research project. This is important as 
novice researchers are often intimidated by the 
Philosophical nature of the subject which this 
test presents in a non-threatening manner, It 
resists the temptation to provide too much 
information and simply presents enough detail 
required to get started and produce that first, 
dissertation or publication, It seems perfect for 
Sud year undergraduate research and Honours- 
level students, The textbook provides an 
adequate amount of knowledge and 


referencing to serve its purpose — it was not 
imended to provide ground-breaking new 
knowledge. Qualitative and quanttaive 
methods are covered in detail as are the 
practicalities of referencing, proposal and 
report writing, and determining the limitations 
‘of research, Illustrations, charts and graphs are 
Well chosen to clarify dhe text material and 
substantially support the theoretical principles, 
While the authors sill take care of explaining 
‘each term and concep lealy 


Being personally involved with research 
‘capacity development, 1 welcome this 
Publication and will gladly prescribe it. 1 
foresee that some refinement may be possible 
‘on a further edition in two or three years — 
feedback trom users may identify specific 
areas once the book is deployed as a 


prescribed work. 
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ABSTRACT 





‘The importance of emotions and personal values for consumer decision-making is well 
documented. This aricle aims to provide addtional insight into the relative influence of 
‘emotions and personal values in packaging preference decisions. The literature 
‘overview attempts to provide justification for using a particular methodology involving an 


animated non-verbal emotion measurement instrument, 


@ repertory grid analysis, 


followed by a laddering exercise as well as an overall preference measure between the 
pack designs. A non-probability sampling approach was used to draw a convenience 


sample consisting of 158 


respondents. Findings confirmed certain 


theoretical 


perspectives, namely that packaging designs evoking intensely felt positive emotions 


‘and complex cognitive personal value structures, 


Fesult in stronger preferences 


‘expressed for these packs. The research findings also indicate that packaging design 
‘can be viewed as providing the ‘glue" that connects logic and reason with feelings and 


Keywords: 


Judgement and decision-making research has, 
according 10 Vistfill and Slovie 2013), 
shown a dramatic increase in interest in the 
interplay cognition and 

Conceptual models attempting to describe and 
explain consumer behaviour have, however, 
always included fecling-related constructs 
such as emotions, with the underlying 
theoretical foundation dictating the relative 
influence of feelings on behaviour. The well- 
known AIDA adverising model, for example, 
refers to acquiring Atention, holding Interes. 
arousing Desire, and then generating Action, 
‘According to this model, emotional reactions 
(in this case, desire) oceur only after 
consumers have been made aware (attention) 
and experience interest in a product, service or 


between, alec. 


Emotions, Personal values, Packaging, Preference 


idea. Models hased on this sequence of 
processing. generally teed hierarchy of 
effects model, have been tenet of marketing 


for over 100 years (Nicholls, Schimmel, 
Manna, Schnurr & Clinton 2013), However, 
the understanding of the role of emotion 


started to change during the 1980s. Even 
before the neurosurgical evidence by Damsio 
(1994 2000), Zajone (1980) argued that 
‘emotion has primacy over and can function 
independently of cognition. Damisio (2000) 
emphasises this finding by asserting that no 
decision can be made without considering the 
feelings or emotions the 
Potential outcome of the decison. I has also 
that, as competitive 
Products from the same product category 








associated with 


‘often been argued as 
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Fpecome increasingly similar in tangible 
attributes such as quality and price, packaging 
and design with potential to evoke certain 
‘emotions could be utilised to gain differential 
advantage in competitive markets (Chapleo 
2013), 


In spite of the importance of packaging, 
Underwood and Klein (2002) found that most 
studies fail to distinguish the emotions elicited 
by the packaging design itself from emotions 
clicted by the total consumption experience. It 
is also more recently recognised by Moscarello 
and LeDoux (2013) that the behavioural 
influence of emotions occurs via the strong 
association between emotions and the 
underlying reasons or motivation for acting in 
4 particular way. In this regard, Kale, Rose 
and Shoham (2000) refer to several studies 
supporting the motivational influence of 
personal values on decision-making and 
‘behaviour. Hence, emotions and personal 
values can be viewed as two of the most 





influential factors hat influence the 
preferences consumers express for a particular 


package design, 


The proposition could consequently be posed 
that more intensely felt emotions elicit & more 
complex cognitive personal value structure, 
implying more cognitive activity than would 
bbe required for less intensely felt emotions 
Intensely felt emotions and a complex value 
structure should, in tun, reflect a preference 
for the object of interes, This article 
introduces a methodology to investigate 
‘whether more intensely felt emotions elicit a 
‘more complex cognitive personal value 
structure. The methodology involves  means- 
fend approach to identify the personal value 
structures associated with particular packaging 
designs, and a non-verbal animated emotion 
‘measurement tool, the Product | Emotion 
‘Measurement Instrument (PrEm0®), to profile 
the emotive reaction elicited by the packaging 
designs. By applying this methodology. this 
study sims to inform the body of knowledge of 





the influence of emotions and personal values 
‘on packaging preference decisions. 


A convenience sample consisting of 158 
respondents was drawn from 18-45 year-old 
‘consumers who had bought chocolate slabs in 
the preceding month after which a mixed 
method research approach, using both 
‘quantitative and qualitative data collection 
methods was employed. ‘The findings will 
‘contribute toa fuller understanding ofthe role 
that emotions and personal values play in 
Providing simtegic direction for packaging 
‘developments and designs 


LITERATURE OVERVIEW 


“The literature overview starts out by providing 
general definitions of emotions and personal 
values. This is followed by a review of 
research on emotions and the underlying 
personal valves elicited by packaging within 
the murketing context specifically. The 
persuasive influence of packaging on 
‘consumer decision-making is also examined, 
‘This section sims to provide theoretical 
justification for the approach, and the research 
methodology and data collection methods 
applied in the current research, 


Emotions 
Researchers and scholars in the behavioural 
sciences have, since the seminal research by 
Damasio (1994) emphasised the need to 
‘consider emotions as a crucial factor in the 
decision-making process (Du Plessis 2011 
Hall 2002). While the importance of emotions 
is increasingly being acknowledged, these 
researchers maintain that more work is needed 
to calibrate and refine emotion measurement 
methodologies. 


Since feelings and emotions are often used 
imerchangeably, and with the focus in this 
research on emotions and personal vales, 
‘emotions need to be differntisted from 
feelings. Gainoti 2011) provides a useful 
dlistnction by describing emotions as 


Primitive, reactive and unconscious 
mechanisms controlling individual responses 
to a wide variety of situations ranging from 
serious threats (for instance, 
approaching cir) to more trivial decision- 
‘making tasks (for instance, choosing a slab of 
cbocolate in a convenience store). Feelings, in 
contrast, are those conscious and cognitive 
perceptions used to describe emotive reactions, 
Feelings are therefore more detailed in ature 
than emotions, and can be deseribed verbally 
in specific terms. It has furthermore been 
found by Kemp and Bui (2011) that positive 
emotional responses elicited by products, 
services and ideas enhance the likelihood of 
quiring and using such products, services 
and ideas. In addition, graphics presented on 
Product packaging can potentially determine 
consumers’ attitudes and behaviour to the 
product (Westermann, Sutherland, Gardner, 
Baig, Critchley, Hickey, Mehigan, Solway & 
Zerv0s 2013) 


from an 





Before attempting to address the measurement 
issue, some issues about the concept of 
emotion need to be clarified funher. A. 
diversity of reactions can be regarded as 
emotions. Poels and Dewitte (2006), for 
ceximple, illustrate emotional reactions by 
referring 10 either the positive arousal that 
attracts men’s attention to visual marketing 
stimuli, such as advertisements showing 
seductive women or the hope one may 
experience alter secing an advertisement about 
revolutionary dieting pills. These reactions do 
however, involve different cognitive processes 
‘with the arousal inthe first example occurring 
aulomatically, whereas cognitive processing is 
‘more apparent inthe second example. A. 
distinction therefore nceds to he made between, 
two types of emotions that operate on a 
continuum, depending on how much cognitive 
processing they require before the emotion is 
‘experienced, At the one end of the continuum, 
are emotions that occur automatically, referred 
to by LeDoux (1996) and Zajone (1980) as 
lowerorder of type 1 emotions, These 
‘emotions mainly involve pleasure and arousal 
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reactions, whereas emotions that depend on 
more cognitive processing of the situation 
referred to a8 higher-order or type 2 emotions, 
are placed atthe other end of the continuum, 
‘These emotions can consequently be 
conceptualised as more complex than lower- 
forder emotions in that they tend tobe 
‘consciously labelled as a specific emotion 





‘These two extremes, bowever, do not yet solve 
the entre emotion conundrum. Certain 
emotions, such as fear, anger and happiness. 
are situated somewhere in between type 1 and 
type 2 emotions. For example, on the one 
hand, being confronted by an unexpected 
situation such as a lilt suddenly grinding to a 
hale will automatically fill one with fear, while 
fon the other hand, fear can also be felt after 
‘conscious appraisal of a situation, After a 
series of mistakes at work, one may. for 
instance, experience the fear of losing your 
job. This type of fear is not constituted 
automatically but will be felt only after 
cognitive considerations of the situation. Since 
these emotions can be experienced ther 
automatically or after cognitive consideration 
they can occupy various positions on the 
‘emotional continuum (Poels & Dewitte 2006) 


‘Zeslenberg. Nelisen, Breugelmans and Pieters 
(2008) furthermore emphasise that emotions 
‘can be understood as routes for intuitive 
‘decision-making. imposing upon the decision- 
maker inclinations for behaving in a way that 
most adequately serves current strivings 
Investigating these dynamics should farther 
enhance our understanding of both decision- 
making processes and the dynamics of 
‘emotional experiences. 


Emotions and the marketing 
environment 

‘The role and importance of emotion in 
stimulating buying interest, intentions and 
choices have been illustrated in various 
research studies since the late 1980s (sen 
1987), It has since then become apparent that 
lists of features and benefits alone are no 
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longer enough 19 differentiate brands, 
especially when only a few seconds are 
available to make an impression. To this end 
Desmet (2002) conducted his doctoral thesis 
fon ‘designing emotions’, addressing questions 
that asks how products can eli 

how designers can influence these emotions, 
This thesis explains the link between 
product's design and the emotions it elicit, 
From this study. the PrEmo® measurement 
instrument was developed. O'Shaughnessy and 
‘O'Shaughnessy (2003) also acknowledge the 
importance of emotions, emphasising that, 
‘when mirketing activities and consumption 
experiences jointly result in positive emotional 
responses, committed brand relationships 





‘emotions and 





Henson, Barnes, Livesey, Childs and Ewatt 
(2006) reports on moisturising packaging and 
the importance of ‘affective enginccring’ 
described as a relatively new field of design 
‘concerned with the translation of consumers’ 
feclings for a product into design elements 
Research to this effect is also being conducted 
in the field of neuroscience and applied to 
product packaging. One ofthese studies (Stl, 
Baccke & Kenning 2008) established that the 
visual appeal of consumer good packages 
lwigger different cortical brain activity. when 
compared to unattractive packages. Amore 
recent study, applied to chocolate packaging 
reports on the nced of the ‘Scandinavian 
confectionary market to frequently revisit and 
improve product packaging as a means to 
remain competitive by ensuring consumers 
visual appeal that translates to unconscious 
purchasing decisions (Schiite 2013), 


Measuring emotions 
Various instruments have been developed for 
measuring emotional reactions to products, 
services and ideas. These instruments can, 
according 0 Poels and Dewitte (2006), be 
classified as cither self-report or autonomic 
measures. Selzeport measures focus on 
introspective reflections about the emotions 
felt with respect to marketing stm 





whereas 


sutonomic measures focus on emotional 
reactions that are less distorted by higher 
cognitive processes 


‘The research findings reported in Poels and 
Dewitte (2006) are not clear on which 
measurement instrument provides the most 
valid measurement but, based on the reactive 
less cognitive nature of emotions, it seems 
plausible to ent on the side of autonomic 
measures, In the research on which the eurent 
article is based, it was accepted that, instead of 
relying on verbal measures of emotions such 
asthe List of Emotions, emotive esponses can 
be obtained from visual, non-verbal cues, stich 
as those developed by Desmet (2002). 


PrEmo® was initially developed and applied 
to measure emotional responses to product 
design (Desmet 2002; Desmet, Hekkert & 
Jacobs 2000) and later applied to emotions 
‘evoked by advertisements, These studies 
concluded that PrEmo®is a user-friendly. 
valid and relatively inexpensive instrument £0 
measure emotional reactions to marketing 
stim 





Personal values 
kis acknowledged that the behavioural 
influences of emotions occur via the strong 
association between emotion andthe 
underlying reasons for acting in a particular 
way (len 1987). In this regard, Kable et al 
(2000) refer to several studies supporting the 
linkage of personal values, decision-making 
tnd behaviour. Personal values can 
‘consequently be viewed as one of the most 
influential factors that influence the 
Preferences consumers express and has 
therefore received substantial attention from, 
both academics and practitioners, 





Personal values and the marketing 
environment 

According to Reynolds (Reynolds & Gutman 
1988: 787) the application of the personal 
values perspective to the marketing of 
Products, services and ideas can be classified 


into wo theoretically grounded. perspectives, 
namely macro, representing sociology. and 
‘micro, representing. psychology. ‘The Value 
and Lifestyle (VALS) methodology of ‘the 
‘Stanford Research Insitute is a generally 
applied methodology indicative of the macro 
‘approach to classifying personal values, 
Reynolds, (Reynolds & Gutman 1988), 
furthermore 

classification methodologies provides scant 
acknowledgement ofthe way in which product 
‘characteristics are intemalised. Conversely, the 
‘micro approach applies the individualised 
psychological perspective on values by 
clicting the functional and psychological 
consequences of product attributes oF 
characteristics, also referred to as the ‘means’ 
These consequences ate furthermore, 
according to this approach, motivated by the 
relevant personal values, or the ‘ends’. This 
approach, therefore, contributes to linking the 
Product attribute and the perceived benelit oF 
relevance. 


cautions thatthe macro 


The means-end perspective aligns to 
Expectaney-value theory that can be traced to 
the nineteen fifties (Rosenberg 1956). This 
seminal work theorses that individuals learn 
to associate particular ‘values’ of usage with 
particular “instrumentality” 

This distinction between 
‘eansequences and values imply that consumers 
might perceive packaging designs as having 
‘cansequences that are even more abstract than 
functional psychosocial benefits. ‘These more 
strat benefits or consequences, according to 
means-end theory. represent personal values 
that are the cognitive representations of 
consumers’ most basic and fundamental needs 
and goals. They furthermore constitute a major 
part of consumers’ self-concepts and, as suc, 
have a powerful and pervasive influence om 
‘cognitive processes and overt behaviours 


attributes, 


Measuring personal values 
Gutman (1982) suggested a laddering type 
imerview, based on personal construct and 
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means-end theory, t0 identify the values that 
influence consumer decision making. Kelly's 
Personal construct theory (Kelly 1955), one of 
the easiest cognitive theories in psychology. 
Provides the conceptual foundation for means- 
fend theory and the implied laddering 
imterview. Means-end theory, conceptualised 
by Gutman (1982), provides a more focused 
perspective for understanding how consumers 
think and feel about particular products oF 
services. This theory 

imerelations among product meanings at three 
levels of abstraction, namely attributes, 
consequences and personal values and is 
applied in the laddering interviewing approach 
used to elicit personal values or “ends” from 
‘consumers. Attributes, according to Gutman 
(1982), refer to the relatively concrete 
‘characteristics of a product of service. Product 
packaging atributes could, for example, 
typically include colour, size, material, product 
description and illustration of usage. 
‘Consequences, according 19 Gutman (1982), 
refer to the outcomes associated with reasons 
for particular attributes regarded as important 
Positive outcomes typically refer to benefits, 
whereas negative outcomes commonly 
represent associated costs or perceived risks, 
For example, a positive outcome of packaging 
attributes could convince the consumer thatthe 
Product can result in feelings of self. 
sniification, Conversely, a negative outcome 
could. disinterest the consumer, leading. 
possible feelings of disgust when viewing the 
Product's packaging. 

according to Gutman (1982), refer to highly 
abstract consequences that describe desired 
fend-states of being, or personal values such as 
pleasure, health or indulgence. Rohan (2000) 
‘contends that personal values are related to 
needs, motives and goals in as far as all these 
psychological sates influence and direct 
behaviour. Roberts and Robins (2001) 
furthermore maintain that personal values do, 
however, lifer from specific goals as they are 
teans-stutional across context and time, 
implying a more general influence on 
behaviour, 


focuses onthe 





Personal values, 
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Means-end theory. moreover, contends that 
personal values vary in their importance as 
‘guiding principles, ranging from unimportant 
to important. Consumers may explain 
‘behaviour by referring to their personal values 
when they wish to justify their feelings 
choices or actions. Personal values could 
according to means-end theor 
standards for judging one’s own behaviour and 
that of others 





Ie is important to emphasise that personal 
values elicited from a meansend perspective 
are of a personal nature. Rohan (2000) 
Provides a succinct perspective on. this 
distinction by mentioning that in discussions 
‘of consumers’ personal value priorities, it 
should be specified that personal value 
Priorities are at issue, and in discussions of 
perceptions of others’ value priorities, it 
should be specified that social values are at 


Packaging and consumer decision- 
‘making 

Acconling 19 Pilditeh (1973), product 
packaging was seen as the ‘silent salesman’ as 
far back as in the 1950s. Lewis (1991), in 
reaction to Pildtch, considered product 
packaging to be more than just a salesperson, 
describing it as a flag of recognition and 
symbol of the brand. Vazquer, Bruce and 
Studd (2008) furthermore credit Pilditch with 
the argument that a pack must come alive at 
the point of purchase in order for the 
salesperson to function successfilly. Based on 
these views, packaging remains one of the 
most important vehicles with which to 
‘communicate the brand messige directly to 





Packaging design can therefore be described as 
the ‘glue’ that connects logic and reason with 
imagination and feelings, Tae emotional 
reaction and personal vale that consumers 
attach to packaging and the way this may 
assist_in_ stimulating consumer interest is 


therefore of utmost interest to marketers in 
designing marketing strategies and campaigns 
“The research being reported here aimed to 
assist by providing a fuller understanding of 
this dynamic: 


PURPOSE AND AIMS 


‘The curtent research aimed to establish the 

influence that emotions and personal values 

clicited by thece chocolate slab packages had 

fon making preference choices. More 

specifically, the research aimed to determine: 

the emotions that the three packaging 
designs elicited: 

the most prefered packaging design: and 

1 the underlying personal values influencing 
the preference for a particular packaging 
design. 





‘These aims, based on the underlying theories 
liscussed in the literature overview, can be 
‘encapsulated inthe following question: Does a 
pack design that evokes intensely felt postive 
emotions and complex cognitive personal 
value structures result in a preference for that 
pack? 


RESEARCH METHODOLOGY 


[A mixed method research approach was used 
ts both quantitative and qualitative data 
collection methods were employed. Data 
collected by means of the PrEmo® instrument 
may be described as quantitative, providing 
imensity measures forthe 12 specific emotions 
measured. ‘The repertory grid packaging 
attribute elicitation and laddering interviews 
ae in essence respondent-driven with minimal 
imerviewer bias, providing qualitative data 


An clecronic version of the PrEmo® 
instrument was constructed and installed on 12 
personal computers in the purposefully 
‘equipped central venue of the Bureau of 
Market Research (BMR) at the University of 
South Afica (Uniss). The PxEmoO was 


accessed from a central web-based platform 
Censuring immediate capturing as respondents 
submitted completed responses. After 
completion of the electronic PrEmo® 
instrument, individual face-to-face laddering 
interviews were conducted with respondents 
This data collection method facilitated 
fective supervision and control over the data 
collection phase 


A purposefully selected convenience sample 

‘was drawn, Unisa students and staff, who had 

‘hought chocolate slabs inthe preceding month, 

‘were recruited and invited to participate in the 

study. The following research principles were 

applied to ensure ethically responsible 

research: 

1 Participation depended on informed 

> The prospective 
respondents explained the nature and 
foct of the research study and 
guaranteed confidentiality of 
information provided during the survey 
and the right to withdraw at any stage of 
the process 

1 Am affirmative response tothe invitation 
‘confirmed that they agreed to participate 
inthe research and that they understood 
that all inputs provided would be treated 
cconfidemially and be used for research 
purposes by the research wer. 

1 Once respondent consent was obtained 
the respondents completed the research 


Thee chocolate slab pack photographs were 
included as stimuli, namely packs P and R 
(new packaging designs) together with an 
existing pack design (Q). 


The sequence of measurements mirrored the 
theoretical discussion inthe ‘literature 
‘overview above. Emotive reactions tothe pack 
designs were measured atthe outset, followed 
bby preference questions and finally the 
laddering interview siming to identity the 
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underlying reasons for the preference choice 
made, Fieldwork started on 31 August 2009 
and concluded on 17 September 2009 with 158 
respondents participating in the research 


Sample 
|A convenience sample design was adopted 
whereby students and university staf were 
selected on the bass of being realy available 
to participate. During the reeritment phase of 
the research, respondents were screened and 
selected on chocolate slab-buying habits, 
Sample members had to have bought a slab of 
chocolate during the month preceding the 
imerview. The statistical considerations that 
influenced the final sample size included the 
following: 

1 degrce of variability of the survey 
population the more heterogeneous the 
population, the larger the sample size 
had tobe 

1 degree of precision ~ the greater the 
precision required, the larger the sample 
size that was needed: 

1 degree of confidence ~ 95% confidence 
level: and 

1 the exten of disaggregated analysis. 


“The derived sample for the research is outlined 
in more dealin Table 


‘Table 1 on the next page reflects tht 84% of 
the respondents were unmarried, 73% were 
younger than 25 years old and 78% had a 
‘monthly income of less than RS 000. 


Research instruments 
Emotive reaction and personal values were 
measured with Desmet’s Product Emotion 
Measurement Tool (PrEm0O), a repertory grid 
exercise and laddering format in-depth 


PrEmo® 
‘This computerised instrument consists of 
ccartoomlke figures representing different 
‘emotions oF emotional tates, However, 
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TABLE 1 
‘Sample breakdown 

Demographic Respondents (n) of total 
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instead of static figures, PrEmoO includes 
animated cartoons with movement and 
sound, representing specific 
comprising six positive emotions (desi 
satisfaction, pride. hope, joy and fascination) 
and six negative (disgust, 
dissatisfaction, shame, fear, sadness and 
boredom). ‘The PrEmo instrument requires 
respondents to indicate how — strongly 
marketing stimuli, for example advertisements 
for packaging designs, are experienced by 
responding to cach of the 12 emotions 
represented by the cartoons. Respondents are 
asked to click on each of the 12 depicted 
emotions and observe the sound and 
movement of each, followed by the instruction 
to indicate on a S-point intensity scale to 
‘which degree the respondent's own emotion to 
the product is reflected by the each emotive 


‘cartoon figure, Due to the non-verbal nature of 
the instrument, participants are only presented 
with the animations without being pre 
informed of the emotions depicted by cach 
ccharucter in an attempt to clicit the most 
‘emotively authentic response 


Repertory Grid technique 
This technique was developed by Kelly during 
the 1950s and involves the appraisal of 
personally identified bipolar constructs and 
determining the relationship between them. In 
the true sense ofthe constructivist theory, each 
appraisal is made trom each respective 
respondent’s own realty and experiences. The 
theory states that respondents donot just 
respond to a stimulus, but rather respond t0 
what they perceive the stimulus to be, for 
‘example attractive versus unattractive. The 


lements that are used in repertory grids can be 
almost anything. depending on the context to 
tbe explored (Pransell, Bell & Bannister 
(2008), For the current research respondents 
‘were presented with three different chocolate 
packaging designs and, in accordance with the 
Procedure suggested by Fransella and 
Bannister (1977) instructed to indicate in 
‘which way two are ake and lifferent fom the 
third. This atribute that distinguishes oe 
design from the other two would then become 
the first ‘ning’ in the ladder of personal 
constructs until all possible attributes have 
‘heen selected. 


Laddering interviows 
Using the data obtained during the reperiry 
arid technique, ladderingimterviews were 
conducted, Laddering essentially represents a 
form of recursive questioning with the aim of 
clucdating higher-onder implications of using 
4 particular marketing stimuli, Once all the 
atibutes have heen selected during the 
repertory grid technique, the interviewer 
‘would ask the respondent to indicate which 
tributes are more important, and then ask 
Why!” oF “What is the advantage of that?” 
‘This theoretically ladders up to the next 
higher-order construct, to which the 
interviewer elicits a further associated reason. 
ly repeating the eycle of questioning at each 
‘new rung, Questioning usually proceeds in this 
‘way’ until the respondent is unable to articulate 
an answer to the ultimate “Why* prompt. oF 
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until his oF her response represents & simple 
rewanding ofthe previous construct. The result 
ff the laddering interview typically represents 
a muli-layered of personal 
meanings 


hierarchy 


‘The research instruments were piloted ta test 
understanding of 

instructions and whether they provided for 

sccurate data capturing. The major focus areas 

reflected in the instruments included the 

following: 

emotional reaction by means of the 
PrEmoO animated scale 

1 packaging 
preference measure by means of the 
repertory grid technique: and 

I personal values. influencing preferences 
by means ofa laddering interview 


for usertriendliness, 


atribute lictation and 


Analysis and findings 
Emotional responses elicited are lificult to 
measure because their nature is subtle (low 
iensity) and often mixed (more than one 
‘emotional response at the same time). Instead 
of relying on the use of words, respondents 
‘could report their emotions by using 
expressive cartoon animations, Inthe 
instrument, each of the 12 measured emotions 
is portnyed by an animation of dynamic 
facial, bodily and vocal expressions. Exhibit 1 
reflects the cartoon animations used in the 
research, 


EXHIBIT 1 
Premo cartoon animations 
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FIGURE 1 
Emotive profiles 

Pp 

R 

Q 


The cartoons represent (rom top left to booms 
right) desire, satisfaction, pride, hope. joy 
fascination, disgust, dissatisfaction, shame, 
fear, sadness and boredom. 


The collective emotive profiles elicited after 
exposure to the three pack designs are 
reflected in Figute | 


Figure 1 reflects largely similar emotive 
profiles for both packs P and R. Both packs 
slicted strong. desire, joy and satisfaction 
Less intense reactions are noticeable for 
fascination and hope. The packs elicited very 
litle indication of boredom, sadness, fear 
shame, dissatisfaction or disgust. Pack Q 
however elicited different emotional profile 
‘with much lower scores on all. positive 
emotions. However, pack R elicited higher 


(although insignificant) desire, satisfaction and 
Pride measures. 


The responses derived from the repertory grid 
technique were captured in a data. matrix 
format which was subjected to both descriptive 
and inferential statistical analyses through the 
applicaion of the statistical programme 
Laddermap. The output provided & graphical 
display of the relationship between emotive 
reactions to packaging designs, and expressed 
preference levels between packaging designs, 


Respondents were also requested to indicate 
thei overall preference between three packs 
Each respondent was exposed to two packs (P 
and Q, Q and RR and P) in a round-robin 
design and required to indicate his of her 
preference. The overall preferences are 
reflected in Table 2 


TABLE 2 
Overall packaging preference 


Paakaging 
r 





Table 2 clearly indicates that pack P and pack 
R were preferred to pack Q. An insignificant 
difference was, however, evident between 
packs P and R (z=112 and p=026). The 
difference between pack P and Q_ was 
significant (2=59 and p=0.00), as was the 
difference herween Rand Q_(2=3.86 and 
01). An the preference 
between packs by demographic variable is 
reflected in Table 3 











analysis of 





Table 3 indicates that age differentiated 

Preference levels with a 
{greater number of older respondents preferring 
PandR 


between overal 


ach respondent was asked to consider the 
packaging designs and indicate any differences 
or This 

approach provided for respondent-identitied 


similarities tribute clictaion 
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packaging attributes, These identified 
differences or similarities may also. be 


imterpreted as objective rational reasons for 
preferring a parcular packaging design. Some 
‘of these reasons may be postive or “enabling” 
While others may be negative 
“constraining” 


After the had been 
respondents were probed 10 the 
Felative importance of these attributes. The 
most important atributes were then laddered 
Laddering interviews involve a tailored format 
using primarily a series of lected probes, 
typified by the “why is that important to you” 
‘question, with the goal of determining sets of 
linkages or rungs between the range of 
‘consequences The 
process was continued until the respondent had 
dificuty in aniculating answers to the 
ultimate “why* prompt, or until his oF her 
response represented a simple rewording of 
previous reasons. The series of responses 
formed a means-end chain of ladder of 
meanings that typically linked a destination 
attribute with one or more benefits 
ultimately with one or more personal values 
important tothe individual, 


atibutes clicted, 


indicate 


attributes, and values 





and 











TABLE 3 
Overall preference by demographic variable 
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TABLE 4 
Most important differentiating attributes 
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Table 4 reflects the attributes that were pack designs. The first step in analysing 


reported as the most important in 
differentiating between chocolate slab 
packaging 


Table 4 reflects that respondents mentioned 
‘pure mille important 
differentiating atrbute between the three 
packs tested with the new packs (P and R) 
significantly more descriptive ofthis attribute. 
The brand mame was also mentioned 
significanly more when comparing the new 
packs to the existing pack, especially evident 
‘on pack P. 


as the most 


Respondents were required to complete a 
laddering exercise whereby the underlying 
reasons for mentioning a particular atribute 
‘were elicited. This interview approach 

functional and psychosocial consequences at & 
ist level and ultimately those personal values 
that influence and dict preferences between 


cited 





laddering, data (attributes, consequences. and 
values) is to edi 

redundancies. This occurred when the next 
response given in a ladder simply repeated oF 
claborated upon a previous response in that 
ladder. For example if the ladder started with 
the outcome “better value’, and the next 
response provided (based on the prompt “why 
is better value important to you”) was “value 
is always important’; then the second response 
was considered tobe redundant and was 
subsequently ignored. Following this step. the 
edited ladders were entered in an electronic 
spread sheet. As each element of each ladder 
was entered. 

‘codes such a6, amongst others, pure milk, treat 
and trust. The content categories were 
developed based on key words or phrases that 
‘emerged asthe data was entered, 


the ladders to remove 





it was classified into content 
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FIGURE 2 
Pack P Hierarchical value map 





FIGURE 3 
Pack @ Hierarchical value map 





72_Theinfluence of emotions and personal values on packaging preference decisions 


Figures 2 to 4 reflect the derived hierarchical 
value maps forthe total sample for pack P. 
pack Q and pack R respectively. 





Figure 2 reveals atributes, cons quences and 
values associated with pack P. The 
packaging attbutes of the product 
descriptor (1) mille and pure milk chocolate, 
chocolate flavour (3) and brand name quality 
associations (2 and 4) were perceived as key 
in the decision to prefer this pack. The direct 
strong association etween the product 
descriptors and pack P being perceived as 
atractive, is apparent. Taken together, the 
puller of relationships among the higher 
level consequences and personal valuck 
suggest thatthe reasons for preferring this 
pack ultimately ested on the personal values 
‘of pleasurable experiences, sel-graifcation 
and the perceive attractive nature of pack P 





Figure 3 reveals atributes. cons quences and 
values associated with pack Ql The 


pickaging tribute product descriptor (1) 
milk and pur milk chocolate was perceived 
as key in preferring pack Q. The direct 
strong. association best cen the product 
descriptors a pack Q being perceived as 
chocolaty is apparent. This pack also elicited 
strong healthy living values through its milk 
commotion. Respondents identified few 
stuributes and consequences from pack Q's 
design, indicative of a cognitive personal 
value structure with restricted complexity 
due to limit d preference fortis pa 


Figure 4 reveals attributes, consequences and 
values associated with pack R. The packaging 
aibutes of the produet descriptor (1) milk 
and pure milk chocolate, chocolate flavour (4) 
and brand name quality associations (2 and 5) 
were perceived as key inthe decision to prefer 
this pack, The direct strong association 
Thetween the product descriptors and. the 
personal values of, sel- gratification, 
pleasurable and healthy living is noticeable 


FIGURE 4 
Pack R Hierarchical value map 





R Come 


CONCLUSIONS 


In the current research, packaging, as one form 

fof marketing communication, was used to 

investigate the influence of emotional reaction 
land personal values in consumer decision- 

‘making, ‘The research on which this article 

reports, aimed to determine the influence of 

‘emotions and personal values on packaging 

preference decisions. The literature overview 

attempted to provide justification for using a 

particular methodology and revealed the 

following: 

emotions and personal values not only 
influence but also control consumer 
decision-making: 

1 insights from the field of neuroscience 
reveal that decisions are influenced by 
‘emotive memory and guidance; 

1 in a marketing context, postive emotions 
‘experienced as a result of being exposed 
to marketing stimuli predispose 
‘consumers to act favourably towards & 
product 

1 emotions can be conceptualised on a 
continuum ranging from type 1 emotions 
(spontaneously experienced emotions) to 
type 2 emotions (requiring cognitive 
processing and typifying specific 
‘emotions: 

1 values ean be conceptualised from a 
macro (sociological) or micro 
(psychological perspective: 

1 personal values canbe classified as 
belonging to the micro perspective 

1 non-verbal scales should be considered 10 
clicit emotions due to these scales 
requiring less cognitive processing: 

1 repertory grid analysis is conducive to 


idemifying evaluative constructs 
underlying consumer decision-making: 
and 


1 laddering interviews provide a means of 
revealing personal values directing 
‘consumer decision-making 
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Based on the literature overview, a novel 
methodology. involving a non-verbal animated 
‘emotion measurement tool (PrEmo®), and a 
repertory grid analysis followed by a laddering 
exercise was adopted. A non-probability 
sampling approach was used to draw a 
‘convenience sample consisting of | 158 
respondents, This sample size was deemed 
sulficient for the mixed method research 
design, considering statistical and qualitative 
analysis requirements. 





Descriptive as well as interpretive analyses 
Were conducted, resulting in emotive profiles 
tnd hierarchical value maps for each of three 
‘chocolate slab packaging designs used in the 
research, Tests of significance were conducted 
fon emotive profiles and preference 
percentages, while interpretive analysis was 
based on personal construct and mean-end 
theory. 


‘The findings revealed that two pack designs 
clicited more intensely felt emotions than the 
third pack design. The two pack designs 
associated with intensely felt emotions were 
also significantly prefered to the pack design 
that elicited less intensely felt emotions. This 
finding confirmed the theoretical perspective, 
discussed in the literature overview, which 
states that intensely felt emotions influence 
consumer decision-making and specifically 
slifferencesin preference levels 


“The Laddermap analyses furthermore revealed 
thatthe hirarchical value maps representing 
the cognitive structures differed between the 
three pack designs. The pattem — of 
relationships among the higher-level 
‘consequences and personal values suggested 
that the decision to buy a particular product 
rested on certain personal values linked to 
specific packaging design attributes. The 
values of heathy living (through the milk 
connotation), pleasure, self-graification, teat 
(chocolate moments) and personal satisfaction 
were identified in the current research, The 
cognitive structures morcover seemed to 
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indicate a 
‘component. 


primary solitary or private 


These insights ean be of value in linking the 
packaging attributes (conerete constructs) 0 
the consumer's personal values and 
providing disction as to what and how these 
should be communicated. Personal. values 
can furthermore be communicated in 
image-type marketing 
materaVpackaging designs with an 
understanding of the linkage to concrete 
tributes. 


In conclusion, the refered packaging designs 
clicted more personal atvibutes, consequences 
and values than the less preferred packaging 
design. This finding. seems to suggest that 
simple cognitive 

attributes, consequences and values have a 
reduced influence on the intensity of emotions 
felt and ulimately on consumer dscision- 
‘making, This conclusion should, however, be 
interpreted with caution, as the measuring 
instrument used in this research requires some 
cognitive processing, and could consequently 
bbe categorised as tending towards 
measurement of type 2 emotions. The 
influence of autonomic type 1 emotions should 
therefore be investigated further. 


structures with fewer 


Based om the findings of the research reported 
here, it may finally be concluded that 
packaging designs evoking intensely felt 
positive emotions and complex cognitive 
personal value structures result in a preference 
for such packs. It does indeed seem as if 
packaging designs could provide the ‘glue’ 
that connects logic and reason with feelings 
and emotions. 


CONTRIBUTION AND LIMITATIONS 


This article suggests a novel methodology to 
clicit underlying 

influencing packaging preference decisions. 
Not only does it address the scarcity in elated 


values and emotions 


reported research but it provides sufficient 
justification for acknowledging the role of 
cognitions, emotions and values in consumer 
decision making. Generalizabilty of findings 
is however limited due to the homogenous 
nature of the sample, comprising students and 
Staff members at a distance education 
university. Despite this limitation, the sample 
denotes range of demographic descriptors 
‘The student body at the university are mostly 
income carers and represent approximately a 
third of all South African students, 

tis finaly recommended thatthe 
methodology be applied amongst a broader 
Population inclusive of a wider range of 
product packaging stimuli, 
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OPINION 





‘Summary based on Sarina de Beer's market opinion based on 
‘Ask Afrika Orange Index® 








Service levels are up, but that does not 
necessarily mean customers are more loyal 10 
brands, This is according to Sarina de Becr, 
managing director at Ask Afrika, South 
Africa's largest independent market research 
‘company. In the Ask Afrika Orange Index® 
surey. which evaluates company and 
government department performance through 
rational benchmarks on service excellence, 
155" companies from 32. industries were 
measured this year. Overall, service has 
improved by 1.7%. ‘The companies that did 
extremely well fulfilled most of the needs that 
‘consumers val fom a serve perspective. 





These companies first and foremost get the 
basics right and are seen as reliable, having & 
good reputation and being responsive 
‘Companies tht are not performing well do not 
even succeed in meeting the basic aspects of 
service delivery. One of the key indicators of 
‘companies that do not do well is that i takes 
too much effort on the part of customers to 
‘engage with these companies. 


Loyalty comes from multidimensional drivers. 
Good "service alone will not necessarily 
translate into loyalty. “The research this year 
revealed — that” emotion is becoming 
increasingly important in how the service 
interaction is perceived or judged,” said De 
Beer. “When a consumer engages with a 
‘company, they bring their curent emotional 














state t0 the service encounter, which is then 
impacted by the service experience, Service in 


itsel? contributes only 11% 10 loyalty 
Emotional satisfaction, meaningful 
engagement and trust yield customer 


“It is not only about how the transaction oF 
‘complaint is dealt with, but also about the 
feelings that customers are left with after the 
encounter. “As a resull, what the consumer 
will say about your brand comes from wit be 
felt during the engagement with the brand. The 
extent of how loyal a customer is towards a 
brand is driven in part by hovr they feel about 
the brand. The emotion side to the service 
experience is starting to dominate the rational 
side,” stid De Beet, According to behavioural 
‘economist like Daniel Kahneman, “we are not 
thinking machines that feel. We are feeling 
‘machines that think.” 


‘The Ask Aftika Orange Index® survey 
showed that loyalty is driven by emotions, on 
the one hand, and trust, fairness and the 
strength of the relationship, on the other. The 
knowledge revolution means customers have 
the power to be advocates or to deril brands 
using social media and other publi forums. 


“Consumers are very comfortable to vent 
‘emotionally in realtime during or immediately 
ffter an unpleasant” service experience. 


Businesses are under pressure to respond to 
‘emotional outbursts as well as rational logical 
‘customer feedhack with immediacy,” stid De 
Beer. 


There is much innovation happening from a 
‘marketing and product perspective. but the 
improvements inservice lag somewhat. 

‘Companies have instant access to customer 
information through loyalty cards and other 
ccstomer relationship management dataases, 

‘but when it comes to service engagement, the 
insights from this data are not being. used 
‘optimally. For example, when passengers have 
to catch a flight they can book online and 
checkin online, but they still need to be atthe 
airport two o¢ three hours before a Hight. The 
(question customers ask is! “If technology is 
sing certain aspects of travel, why are other 
aspects left behind?” In July 2014, Dutch train 
‘operators ProRail announced plans 10 
introduce LED displays — the length of the 
platforms ~ that provide real-time information, 
fo passengers. The LED strips show 
information on carriage congestion as well as 
information on where cariage doors will open 
‘which carriages are best for bikes und buggies, 
and where quiet carriages are located, 


Innovations of this nature aced to filter down 
to the service environment in order to make a 
sizable impact onthe serve experience 


‘Another important clement 0 take into 
‘acount i how things that go om inthe world — 
called global corruption ~ have a knock-on 
felfect on customer service here at home, De 
Heer explained that ecause certain individuals 
hhave abused of are abusing a system, 
consumers end up paying a penalty. For 
example, people hive to go through rigorous 
Security checks, be at airports for three hours 
‘hefore traveling, and endure strip searches as 
they pay the price for security breaches and 
fares tht ave had catastrophic effects 





In South Afsica, due to the Regulation of 
Interception of Communications and Provision 
‘of Communication Related Information Act — 
‘which isa crime prevention initiative instituted 
bythe government — i is now compulsory for 
everyone to register a SIM card. For a 
‘customer, a simple, straightforward transaction 
hhay now been extended because all the 
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necessary paperwork has to be taken into 
fscconnt when purchasing a SIM card. 

Problems th t arise as a result of poor 
govemance and corruption from both private 
‘nd public sectors hve become customers’ 
problems, The service context within which 
‘Companies are operating continues to evalve 


The businesses that understand and respond to 
both the global and local context, and bow i 
impacts their customers’ service expectations 
fn perceptions, will be ina better positon to 
deliver exceptional service. As consumers get 
more savvy. brands need to work ever harder 
to try to bulld loyalty through service.) 





The Ask Afrika Orange Index® survey has 
been conducted annually since 2001.” The 
reseirch measures customer satisfaction across 
a range of industries and companies. This 
Project is commissioned and paid for by 
Media24 adverisng 


Source: City Press, 201 


